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CHAPTER I 


Introduction 

When the term industrial discontent is used in 
popular discussions and in the press, it is generally 
taken to refer to the manifestation of discontent that 
takes the form of a strike. If it is said that industrial 
discontent is increasing, the statement can generally 
be taken to mean that the numbei of strikes is in- 
creasing, though sometimes the term may be used 
in a slightly extended sense to refer to other signs 
of discontent, to absenteeism or to unwillingness and 
indiscipline amongst workmen. Here, however, it 
will be used in the broadest sense to cover all forms 
of human discontent arising in connection with in- 
dustrial work, from whatever cause they arise and 
whatever form they take. No purpose is served by 
attempting to restrict the term to particular mani- 
festations of discontent, for unrest may show itself in 
many different out^vard signs, or even exist and yet 
not show itself at all to the superficial observer. 
Strikes, absenteeism, a high rate of labour turnover, 
high sickness and accident rates, and unwillingness 
and indiscipline, may all be signs of industrial dis- 
content, but they throw little light on the causes of it. 

Popular discussion of industrial discontent tends 
to concentrate on strikes rather than on other signs 
of discontent, because strikes are often dramatic and 
directly affect the public by disrupting normal trade 
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The First Principles of Industrial Relations 

and services and causing a loss of production. More- 
over, if a strike takes place in an industry controlled 
by the State, the loss of production may have political 
repercussions which are fuel for the party press. 
The amount of loss in production caused by strikes 
is, however, almost certainly trivial compared with 
the losses caused by absenteeism and labour turn- 
over. But the things which probably cause the 
greatest loss of all tend to go unnoticed just because 
they arc by their nature immeasurable. The general 
lack of interest in work that causes carelessness and 
waste, that saps energy and initiative and produces 
unwillingness and indiscipline, is a far more formidable 
problem fi aught with much greater consequences 
for human well-being than the dramatic outbursts of 
industrial strife which attract attention. 

All these things are, however, merely symptoms, 
symptoms of a general underlying human unhappi- 
ness in relation to work. While the losses in output 
which these symptoms produce are serious enough, 
and are enough by themselves to give rise to the 
study of industrial relations, it is not this which has 
caused so many people to study the problem. It is 
rather the frustration of the human spirit in its 
struggle to find freedom to live and develop which 
the symptoms imply. But if we arc to find remedies 
for discontents, the first step must be to seek the 
underlying causes, for remedies aimed simply at 
treating the symptoms are not likely to cure, and 
may indeed aggravate, the disease. The starting- 
point of the study of industrial relations must there- 
fore be the fundamental causes of the unhappiness 
of mankind at work, and it is with these, and with 
the mitigation of them, that this volume is concerned. 
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Introduction 

Industrial relations is not, therefore, something 
which is studied purely for knowledge for its own 
sake, but is one of the large family of applied subjects 
which is directed towards the achievement of a 
practical purpose. Moreover, there is a further 
difference between the approach of a ‘pure’ and an 
applied subject, because the solution of a practical 
problem often requires the use of a different method 
of inquiry fiom that wliich would be used in the 
pursuit of knowledge alone. In any practical 
problem many considerations of widely different 
nature will be bound to enter. Thus, to use the 
example of medicine, the doctor seeking to cure will 
make use of knowledge acquired for its own sake 
from many difl'erent quarters. He will apply the 
results of chemistry, physics and physiology, to men- 
tion only a few pure subjects. The same is true of 
industrial relations; knowledge gained from the 
study of economics, psychology, sociology and law 
must be applied to seek a solution to the problem of 
industrial discontent. 

From the discussion in the following pages it 
will gradually become clear that the problem of in- 
dustrial discontent is inherent in, and arises from, the 
structure of society ; from its social organisation and 
political forms ; from its religions and ethical norms 
and the attitudes to property and work which these 
inculcate and which arc given expression in its laws. 
In fact, it is true to say that in the last analysis the 
problem of industrial discontent is rooted in funda- 
mentals of our way of living which are so much a 
part of ourselves that we seldom stop to question 
them. Consequently we may fail to realise that these 
fundamentals are neither universal nor immutable, 
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and that, in other times and places, in other forms 
of society, they may be quite different. To treat of 
these in detail or to enter into a discussion of how 
far they might be susceptible to deliberate change are 
matters which lie far beyond the scope of this volume. 
A very short statement of some of the assumptions 
fundamental in the structure of our society will, how- 
ever, serve both to make us more conscious in dis- 
cussing industrial relations of just how much we arc 
assuming, and at the same time will set limits within 
which to conduct our inquiry. 

Inherent in the social life of Britain today is an in- 
sistence on the importance of the individual as an end 
in himself and on his freedom as the first essential to 
the achievement of the highest individual develop- 
ment.* Indeed, there is no reason for freedom except 
the belief that each individual is important for his 
own sake. This insistence on freedom, at root an 
ethical attitude, shows itself in a large <nuniber of 
different ways, amongst which there are two groups 
of importance. The first group consists essentially 
of freedom of thought and of the spoken and written 
word and the consequent freedom, without which 
freedom of thought and speech docs not mean much, 
to organise with groups of like-minded people for 
religious, political or economic purposes. One of 
these latter purposes, of which we shall say more 
later on, includes ‘freedom of association’, i.e. un- 
hampered freedom to organise in trade unions. 

* What is true of Great Britain is true in some degree of most t>f 
the countries of the Wcslciii industrial civilisation. Britain, the 
U.S.A. and the other (ountries which lake then origin most diiectly 
from Britain have predominantly the same charactcristks. This 
attitude works itself out in different forms m some of the countries 
of Europe, and this difference has its repercussions on the course of 
industnal relations in non-Anglo-Saxon communities. 
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Introduction 

The second group of freedoms may be summed up 
under the title of economic freedom; the freedom 
to buy and sell, whether goods, land or labour; 
freedom to enter into contracts in regard to any of 
them and the consequent freedom for the individual 
to pursue any occupation he pleases or to make his 
living in any way he can. To the industrial worker 
the freedom to work or not to work at any occupa- 
tion and for any employer is of supreme importance. 

A second fundamental attitude in Western in- 
dustrialised societies is that a man may have what 
might be called ‘socially approved’ discontent with 
his present economic position. It is thought to be 
right and proper for a man to strive to increase his 
income and to acquire wealth. Economic freedom 
gives the opportunity to do these things, and in so 
doing rewards economic initiative. What determines 
the social status of an individual must await further 
discussion, but one important element is his income. 
Thus an increase in income brings with it not only 
an increase in the standard of living, but also a 
further reward in the form of a higher social status. 
Together these are very powerful incentives, and a 
great part of the economic success, and the higher 
standard of life of the older industrial communities 
must be attributed to them. 

Closely related to both economic freedom and to 
the encouragement which such freedom gives to 
acquire wealth is a third basic assumption, that it is 
right for a man to acquire and own property and to 
dispose of it as he pleases. Property is of little value 
to the owner unless economic freedom extends to its 
use, for although property can be used directly by 
the owner in the form of consumable goods, its main 
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use in industrial communities is in the form of capital 
instruments of production, i.e. the land, factories 
and machinery. The private ownership of the 
capital means of production would be no advantage 
to the owner unless he were able to say for what 
purpose it was to be used and thus be able to direct 
its use into the most profitable channels unfettered 
by social controls. Thus the private ownership of 
the means of production in our form of society gives 
the owner the right to say what shall be produced 
and who shall help to produce it. The consequence is 
that any individual worker or a group of workers 
may be refused employment and thus denied the 
use of the means of production by the owner and 
may be unable to earn a living. This form of 
private ownership of the means of production is 
commonly called capitalism. 

The reader may object that many of these funda- 
mentals of Western forms of society are b^ no means 
unmodified ; that the freedoms of speech, organisa- 
tion, economic activity and ownership are in various 
ways restricted. He might even add that the 
modifications are gradually becoming so great that 
they seriously weaken some of these freedoms. But 
this is only pointing out that society is not static 
and that changes in social structure are always taking 
place. It would, however, be wrong to assume that 
all changes arc in one direction and away from 
freedom. In the last half-century some very import- 
ant additional freedoms have been achieved, par- 
ticularly for the working class; for instance, the 
freedom from dire want which social security has 
brought and the freedom to organise in trade unions 
and to strike. 
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A study of changes in public opinion and in law 
in regard to the fundamentals we have been dis- 
cussing, would show that many of the changes arise 
from conflicts between the fundamental freedoms 
themselves. Thus, freedom in one direction may 
have to be restricted in order to permit freedom in 
another. The conflicts which arise in industry and 
which form the basis of this study of industrial rela- 
tions are the products of a conflict between indi- 
viduals or groups, each pursuing their economic 
freedom to increase their income. They also arise 
from the conflict between the freedom to own and 
direct how the instruments of production shall be 
used and the economic freedom to work at any 
occupation or indeed to work at all. Freedom to 
direct how the means of production shall be used, 
carries with it economic control over the lives of 
men and must therefore necessarily conflict not only 
with their economic freedom but also with many 
other individual freedoms. Here lies the crux of the 
problem of industrial relations. 

This brief survey of some of the basic factors in the 
organisation of society has very important bearings 
on the remedies for industrial discontents, which we 
shall discuss later. Bcc.msc conflicts between differ- 
ent freedoms are inevitable, not only in the economic 
sphere but also in regard to other freedoms, the 
maintenance of the widest freedom depends upon 
achieving a balance between them. But a balance 
does not imply an absence of conflict, and any 
society which takes the desirability of individual 
freedom as its fundamental assumption must also 
suffer the consequence of conflicts between indi- 
viduals and groups within it. Thus, in such a 
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society conflict will be normal and must be tolerated 
if the general principle of freedom is to be maintained. 
Any radical attempt to go to the root of the conflict 
in order to suppress it, is likely to result in a diminu- 
tion of freedom by suppressing cither one interest or 
another. 

Reflection on the bearing of this on industrial re- 
lations will show that it has immediate application. 
Strikes and other signs of industrial discontent are a 
normal feature of our form of industrial society and 
are signs that freedoms are a reality and arc being 
exercised. Steps to suppress them would be wise 
only if conflicts became so great that they involved 
the disorganisation of society and therefore seriously 
restricted the freedom of non-combatants. For 
instance, the attempt to make strikes illegal and 
compel arbitration in industrial disputes \^ould in- 
volve the loss of the very important freedom of 
organised withdrawal of labour. Again, the aboli- 
tion of the freedom of private ownership of the means 
of production by transferring ownership to the State 
might easily result in a far greater loss of economic 
freedom to the worker as an employee of the State 
than his present restricted freedom under private 
ownership. Where there are many employers a 
workman who is dismissed or is unhappy in his work 
can find alternative employment, but to be dismissed 
from a State-controlled industrial monopoly means 
final dismissal from the whole industry, and there is 
no reason to suppose that State officials are neces- 
sarily more considerate than private employers. 
These considerations do not mean that we should 
not try to reduce conflicts and the discontents which 
cause them — that must be the aim of anyone with 
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human welfare at heart — but they do mean that in 
considering remedies the wider social background of 
industrial strife must be constantly borne in mind. 

Throughout this discussion, different readers will 
have taken varying attitudes towards the relative 
importance of different freedoms. Some will place 
the economic freedom of the workers first; others, 
freedom of enterprise that comes from the private 
ownership of property. The impartial student of 
industrial relations will put neither of these first, but 
will rather approach the subject in the spirit which 
asks whether the balance of freedoms is being main- 
tained, so that in the long run each individual will 
have freedom to develop and live his own life in his 
own way without restricting more than necessary the 
freedom of others to do likewise. 
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CHAPTER II 


The Mature of Industrial Work 


In seeking the causes of industrial discontent it is 
necessary to approach the inquiry from the point of 
view of the industrial worker and to ask the following 
questions. How docs the nature of his work affect 
him ? Under what conditions is it carried on ? 
What are his economic problems? And, therefore, 
in what ways is he discontented ? In so doing, how- 
ever, the reader may be led into assuming that a 
description of the causes of the worker’s discontent is 
a justification for them. If the worker is described 
as being discontented because he thinks his em- 
ployer is more’ wealthy than he and that his em- 
ployer is making money out of his labour, the 
worker’s assumption may or may not be justifiable 
and in accordance with the facts. This, however, 
does not affect the accuracy of the description of the 
cause of his discontent, and it is the causes we wish 
to describe, whether they arise from ignorance or 
not. Because the facts of social life arc described 
from the viewpoint of the worker it does not mean 
that the reader is, therefore, asked to accept his 
viewpoint as necessarily justified ; it only means 
that he is asked to understand why the worker is 
unhappy. 

It is also important to notice that in analysing the 
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causes of industrial discontent we are concerned only 
with first principles, with fundamental factors in 
the organisation of industry and the basic social 
relationships which arise from them. These rela- 
tionships may, however, be modified either by 
changes in the economic environment, arising largely 
from factors outside human control, or by the 
deliberate intervention of the State. An example 
of the former is the great reduction of unemployment 
experienced by most countries since the end of the 
Second World War compared with the high level 
of unemployment ruling in the nineteen twenties 
and thirties. This has greatly increased the eco- 
nomic security of the worker by ensuring a steady 
demand for his labour and has thus modified 
industrial relations in a number of ways. There is 
no certainty, however, that full or nearly full employ- 
ment is permanently established and insecurity 
therefore remains a fundamental characteristic of 
industrial work. An example of deliberate inter- 
vention by the State is the development in the last 
fifty years of systems of social security which have 
done much to alleviate the results of the workers’ 
insecurity but have not altered their fundamental 
causes. In the pages whiclt follow we shall deliber- 
ately ignore the temporary circumstances of time 
and place and partially applied remedies. Bearing 
this in mind we may turn to examine the nature of 
industrial work. 

Industrial work, as distinct from the work of the 
farmer, the independent craftsman, the professional 
worker, the manufacturer or trader, has certain 
main characteristics which distinguish it from these 
other kinds of work and which, together, directly or 
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indirectly, are the cause of much of the discontent 
associated with it. These characteristics appear 
simple when stated shortly, and their importance 
may easily be underestimated ; but their ramifica- 
tions are immense, and to a large extent they deter- 
mine the pattern of life of <» very large proportion 
of the population of the industrial nations of the 
world. 

In the first place, industrial work is group work, 
that is, it involves bringing together many hands, 
usually into one place of work, and organising them 
to carry out collectively a common task. However, 
though some forms of industrial work involve bring- 
ing numbers of individuals together they do not 
necessarily involve always working together or being 
in the same place. In the Building and Transport 
industries, for example, the place of wofk varies 
frequently and men do not necessarily w’ork in a 
group; but these industries still retain the char- 
acteristic of industrial work, that of a common task 
carried out by a number of men subject to the same 
conditions of employment. The fact that industrial 
work is always characterised by the common em- 
ployment of a number of persons is the main thing 
which distinguishes it from the other forms of work 
mentioned above. 

The second characteristic of industrial work, one 
which is implicit in group woik, is that it involves 
the division of labour. An elementary form of the 
division of labour is found when a number of men 
each perform the same task ; when, for instance, a 
group of men dig a trench, each man digging a small 
part of the whole. But this is not the main type 
of the division of labour which is characteristic of 
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industrial labour. The division of labour in its fully 
developed form means that the process of manu- 
facture is split up into a large number of different 
operations of a simple character and each operation 
is performed by a different worker. Thus, in factory 
work it is often true that no worker ever makes a 
complete article, but only makes a part, sometimes 
a very small part, of the whole. Thus, whatever 
form industrial work takes, the essence of it is that 
a man seldom makes the whole of anything. He is 
not a maker of chairs, but a driller of holes ; not a 
maker of shoes, but a cutter of leather. The division 
of labour has such important consequences for in- 
dustrial relations that wc shall return to 'discuss it 
more fully later. 

The third characteristic of industrial work is that 
it is carried on under control. It is impossible fo 
organise and direct the work of a body of people 
unless some form of discipline is observed, whether 
it be a conscious self-discipline or a discipline 
imposed from above by some form of constraint. 
The further the division of labour is carried and the 
more the whole industrial process depends on the 
exact co-ordination of the work of a laigc number 
of hands, each undertakin ' a minute and separate 
task, the more important docs co-ordination become 
and the greater the discipline that must be imposed. 
The ultimate sanction is the power of dismissal 
exercised by the employer, by which he can at very 
short notice cease to employ any worker who is not 
amenable to whatever disi.ipline the employer may 
wish to exercise. 

The power of control thus exercised by the em- 
ployer extends to every aspect of the worker’s life 
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whilst he is at work. The nature of the work he 
must do is determined by it, and he must obey the 
detailed instructions of the foreman as to what task 
he does and how he does it. The discipline enforced 
by the employer will determine the times at which 
he starts and stops work, has his meals and rests from 
work. It may also be used to force him to work 
overtime or on night-shifts. Moreover, the employer 
may make and enforce upon him factory rules, 
which may cover a wide range of detail from such 
things as when and where he may smoke and where 
he may take his meals, to what garments he may 
wear, where he may sit in the sun in the lunch-hour 
and many other minute and intimate details of his 
daily life in tlie factory. 

In addition to these matters of discipline which 
all involve human relations, the employer has power 
to determine the physical conditions under which 
the worker carries out his task. Whether tfie worker 
is hot in summer or cold in winter, whether he has 
fresh air or must breathe irritating dust or fumes, 
whether he muk take constant risks or whether his 
surroundings are comfortable, healthy and safe are 
matters at the discretion of the employer. 

Not only does the workman thus find his life and 
work determined for him in ways too numerous to 
mention, but the efficiency and reasonableness of 
the discipline imposed upon him depends upon the 
machinery of management. I’he workman must 
work under and accept orders from whomever the 
employer places over him as foreman. The fore- 
man is, however, himself the lowest rank in the 
hierarchy of management, and the orders he receives 
may originate in decisions made much higher up in 
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the hierarchy. Whether the orders he receives and 
which he has to interpret to the workers are based 
upon accurate information, are reasonable in the 
light of all the circumstances, and are considerate 
towards the human beings who have to carry them 
out, depend upon the efficiency of the hierarchy and 
upon the tone prevailing in it. In the last resort 
these matters which so closely affect the workman 
are determined by the executive head of the business. 
They are so imj>ortant in determining the content- 
ment of the workers that we shall return to them 
later. 

The fourth characteristic of industrial work is that 
it is wage work and is therefore usually performed 
under conditions of considerable economic in- 
security. The way in which an industriM worker 
can be dismissed at short notice and how the threat 
of dismissal is used to enforce discipline on him has 
already been mentioned. The power of dismissal is 
an extremely powerful economic sanction, since it 
deprives the worker temporarily of his livelihood and 
inevitably inflicts on him some loss of income. Even 
at the best of times dismissal will nearly always mean 
a few days’ loss of work between jobs, whilst if there 
is some general unemployment it may result in a 
period of several weeks without work. This will 
cause the worker not only 'onsiderable anxiety and 
financial loss, but, if unemployment is prolonged, 
may involve him and his family in actual deprivation 
of the necessaries of life. Whilst social security 
systems may do much to reduce this latter contin- 
gency, they seldom avoid all the hardship caused by 
unemployment. In wage . ’< rk, as in no other fonn 
of work, the economic security of one mam is directly 
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dependent upon the will of another. The indepen- 
dent worker may in the long run be insecure, but not 
immediately. The professional man, the farmer and 
the independent craftsman may all suffer a gradual 
loss of income, but they cannot be suddenly deprived 
of their living at the unrestricted decision of another 
individual. They do not suffer the uncertainty about 
where they will obtain their living next week which 
is normally the lot of millions of industrial workers. 
Thus industrial work is usually characterised by 
economic insecurity, an insecurity which shows itself 
in the hourly or weekly wage and its implication 
that employment can be terminated any day. 

This insecurity does not arise from any single 
cause. The massive unemployment of the earlier 
years of this century which affected all industries 
together was caused by a general decline in spending. 
It is not likely to be repeated because of^thc great 
advance in our knowledge of the economic causes 
and the increased power of economic control exer- 
cised by the State, The same cannot be said of the 
other causes of unemployment which arise partly 
from changes in the sort of goods demanded by con- 
sumers and partly from changes in methods of 
production which make use of automatic machinery. 
Both are the product of advances in knowledge. 
The latter, sometimes called ‘automation’, by dis- 
pensing with much human labour is a constant 
threat to its security. Permanent unemployment is 
not likely to result, because in time the men dis- 
placed become absorbed elsewhere. But absorption 
may be slow and may not take place fast enough to 
keep pace with technological changes. The amount 
of unemployment thus caused therefore depends on 
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the rate of technological change. With the advance 
in scientific knowledge, this rate of change is always 
increasing and it is essential that it should, if we 
want higher standards of living. But the socizil con- 
sequences are insecurity of employment. 

Lastly, under the existing social organisation, in- 
dustrial work is usually carried on for profit. In 
most industrialised nations society is so organised 
that the greater part of industry is carried on by 
private enterprise, under which one set of persons 
who own or have control of the instruments of pro- 
duction take the initiative in hiring others to labour 
for them and seek to make a gain known as profit 
out of the sale of the product. 

The term ‘profit’ can be used in so many differ- 
ent senses that it is necessary to be clear what the 
term implies in discussing industrial relations. The 
word is used here to describe the income of the 
basiness man, that is, the income derived by him 
from the activity of buying labour and the other 
factors of production, organising them into a pro- 
ductive whole and selling the resulting commodities 
for private gain. This is the essence of the system of 
private enterprise <^omparcd with other forms of 
industrial control. From it flow some important 
consequences for industrial relations, because it de- 
tei mines the purpose for wiiich employers exercise 
control over woikmen. When, howtver, it is said 
that industry is carried on for profit, it is not intended 
to imply that business-men are actuated by ab- 
normally selfish motives. Business -men’s motives 
are, on the average, no more selfish than those of 
their fellow- men in other w.ilks of life, but their 
income, termed profit, is derived in a different way 
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from the income of the labourer or the professional 
man. 

Profit is derived from the willingness of owners 
to exercise initiative in the use of their property to 
produce what consumers want. Taking initiative in 
economic affairs always involves a risk, since no 
accurate forecast can be made and production must 
precede consumption often by a long period. Profit 
is therefore a payment for willingness to accept risks. 
However, it is clear that profits are not a necessary 
accompaniment of industrial work. For, whilst 
industrial work necessarily involves group work, 
the division of labour and the control of the 
workers, it can be carried on either under a sys- 
tem of private enterprise or under State control 
or by various other methods which do not involve 
direct gain to anybody out of the hiring of others’ 
labour. 

Whilst it is the case that the greater part of 
industry in most of the industrialised countries of 
Western Europe and America is at present owned 
and controlled by private enterprise, this need not 
be so. In countries where a Communist form of 
government prevails, the whole or nearly the whole 
of industry is under State control and the private 
ownership of property in any form is severely re- 
stricted. Even in the older industrial countries, sub- 
stantial sections of industry which used to be run for 
private profit are now ‘ nationalised ’ ; that is, aie 
operated directly by the State or indirectly by public 
boards set up by the State. In such cases private 
enterprise is usually forbidden in the industry con- 
cerned, so that there is a State monopoly, and owner- 
ship of the means of production is vested in the State 
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or the Board. The profits of these undertakings may 
either be absorbed by the State and used as revenue 
for general purposes, or the undertaking may be 
carried on in a manner such that, taking good and 
bad years together, no profit is made. In any case, 
if any profit is made it does not pass into private 
hands, and private individuals do not control or 
own the capital equipment. Nevertheless, what the 
worker does in these undertakings is typical in- 
dustrial work, in no respect different except that it 
is not done for profit. It is easy to think that all 
the problems of industrial relations could be solved 
by the State ownership of industrial capital. But 
though this would alter the human relationship of 
employer and employed, it would not abolish the 
risks of economic change which at present fall on 
the owners of capital and those employed by them. 
These risks would be present in any system. The 
only issue is, who should bear them ? 

It will have been observed that the fourth and 
fifth characteristics of industrial work, the economic 
insecurity of the wage earners and the profit of 
private individuals, stand on a different footing from 
the first three. Group work, the division of labour, 
and the control which it involves are organisational 
matters dictated by the technical forms of modern 
industry, without which indu^.ry could not be carried 
on. The last two, the economic position of the wage 
earner and private profit, arc, however, social factors, 
arising from the organisation of society, and these 
could be altered without bringing industry to a halt. 
Indeed, as wc have just seen, private profit is not 
necessary. It cannot be as.” med, however, that 
such alteration could be made without having 
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far-reaching effects on botli the efficiency of industry 
and on industrial relations. What may be gained 
by changing the relationship of employer and em- 
ployed by the abolition of private profit may be 
lost in the creation of a bureaucracy. 



CHAPTER III 


The Technical Factors 

With this brief survey of the main characteristics 
of industrial work in mind wc may return to the 
first three of them which arise from the technique 
of industry, namely, group work, the division of 
labour and the control of labour. It will be more 
convenient, however, to relegate the consequences of 
group work to the end of the chapter after we have 
considered further the division of labour and the 
problem of control to which it gives rise. 

The advantages of the division of labour in 
increasing production have long been understood ; 
they all arise from simplification of tasks. The 
further it is possible to subdivide the operations 
necessary to make anything, the greater is the 
efficiency in the use of labour. Thus, the aim in 
industry is always to break down complex opera- 
tions into many simple tasks and in this way to 
simplify the work of each individual worker to the 
greatest possible extent. Wfen the greatest simpli- 
fication consistent with the technical processes in- 
volved has been achieved, the worker repeats the 
simple operation over and over again continually 
throughout the w'orking day. 

Moreover, further simplification can be achieved 
by what is known as motion Si .uy. This is not con- 
cerned primarily with simplifying the task, but with 
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the simplification of the movements of the body 
required to perform it. The movements required to 
do any given task are studied in detail and the 
simplest pattern of movement involving the least loss 
of energy and time is worked out. The worker is 
then instructed to perform the work in this pre- 
determined way. Thus a great deal of industrial 
work consists of inherently very simple tasks per- 
formed in a simple manner and repeated over and 
over again. 

A further stage in technical development is 
reached when a task has been so subdivided and 
simplified that it becomes possible for a semi- 
automatic or automatic machine to take it over. 
The worker is then a machine operator or machine 
minder whose task is to watch the machine, feed it 
with materials, remove the finished product and see 
that nothing goes wrong. This may involve keeping 
step with the machine in a series of rhythmic move- 
ments or merely watching an automatic machine 
operate and attending to its needs. 

As a result of the division of labour, the factory 
becomes a very complicated human organisation. It 
is implicit in the idea of the division of labour that 
the material should pziss in turn from one man to 
another as each performs his particular operation on 
it, and there is a continuous flow of material through 
the factory from the raw material to the finished 
product. It is clear, therefore, that the work must 
pass each stage in manufacture at the same rate 
unless stocks of semi-finished parts are to be allowed 
to accumulate at bottlenecks or some men suffer 
from a shortage of material on which to work. Thus 
the division of labour links each worker to the others 
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in the sense that each man must keep pace with 
those in the stages of the process before and after 
him. This is not to say that no elasticity in the rate 
of flow of work is possible. Where there are bottle- 
necks, additional workers doing the same process 
speed the flow, and the existence of stocks of semi- 
finished parts between stages in the work provide 
for temporary fluctuations in the rate of work. But, 
nevertheless, it remains true that where men work in 
groups organised on the principle of the division of 
labour, the rate of work of each man must be related 
to that of his group. Other factors arising from 
group work which we shall discuss later reinforce 
this tendency. Industrial work therefore frequently 
compels the worker to work at a pace which he 
would not naturally adopt. This may also arise from 
another cause. Where the worker is employed on a 
machine, and especially on an automatic one which 
runs at a set speed, the worker may be compelled to 
keep pace with the machine, which may go either 
too fast or too slowly for him. 

In the case of a moving assembly line, both the 
division of labour and the set speed of the machine 
combine to determine the speed of work absolutely. 
Here each piece of woik moves olowly in front of the 
worker, who must do certain operations on it in a 
given time. If each stage in he work is dependent 
on each previous operation having been properly 
completed, failure to complete a task in the allotted 
time may result in the whole line being disorganised. 
The mechanical and social pressures brought to bear 
on an individual to keep pace are here found in the 
most extreme form. 

From the foregoing account of some of the more 

23 



The First Principles of Industrial Relations 

direct results of the division of labour, it can be seen 
that very close co-operation between workmen will 
often be necessary, and that, even where direct co- 
operation is not required, a considerable amount of 
discipline must be observed if the work of large 
numbers of people is to go smoothly. 

To achieve this ro-operation and discipline 
amongst the workers is part of the work of the 
employer. In anything more than a small business, 
however, the employer seldom has direct contact 
with the workers he employs; and as the size of 
industrial undertakings increases, direct contact 
between employer and worker becomes increasingly 
difficult. The employer has therefore to appoint 
people to exercise control for him, and in this the 
division of labour again appears. The foremen 
exercise direct day-to-day control of groups of men, 
whilst above them may be dcpartpiental heads 
exercising control in a more general way over a 
number of foremen. Departmental heads may be 
controlled in turn by a factory manager who himself 
may be responsible to the managing director or 
employer who is the head of the executive line of 
control. In a large factory there will probably also 
be a functional division of labour in management by 
wliich certain parts of the organisation of the factory, 
for example the technical or engineering aspects or 
the management of the personnel, may be the sphere 
of specialised groups of persons. They may either 
exercise a direct executive control over matters 
within their special competence or may act as a 
staff of advisers to the executive officers of the line. 

When a worker is engaged by a business, he is 
herefore not engaged by his employer who will 
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personally direct his work from day to day. The 
employer will have no opportunity to learn his 
abilities and weaknesses, likes and dislikes, know the 
immediate problems and difficulties of his work, and 
thus maintain a constant human contact with him 
which will soften the formal relationship of employer 
and employed. Instead he becomes the servant of a 
hierarchy of management, between the lowest and the 
highest rungs of which there are many intermediaries. 

In theory, orders pass down this line of command, 
and the information on which they are based and 
which determines their content so far as the worker 
is concerned, passes up the line. Unfortunately the 
divergence between the order issued from the top and 
the order as it reaches the worker is often vejy great. 
Further, the information on the facts of the im- 
mediate situation facing the worker often reaches the 
top in a very garbled form. 

The reasons for this are not mere human per- 
versity. At each stage , as an order passes down the 
line, each person concerned has to interpret its inten- 
tion in the light of his knowledge of the circumstances 
in which it must be applied. Both the knowledge 
and therefore the interpretation may be at fault. 
On the other hand, as information is passed up the 
line it is constantly sifted, and only what seems im- 
portant to the person at e .ch stage is passed on. 
Moreover, facts which may be unpleasant to a higher 
authority tend to be suppressed. Thus, vitally im- 
portant information may never reach the top, and 
orders reaching the bottom may be totally out of 
accord with the facts. As a result, workers may not 
uncommonly find themselves .;i\’en orders which are 
impossible of fulfilment or which can only be carried 
c 25 



The First Principles of Industrial Relations 

out at the cost of great waste or delay, or which seem 
in the light of their knowledge to be utterly stupid. 
Worse, these orders may be completely inconsiderate 
of the fact that human beings have to carry them out, 
or be unfair or unjust, not because anybody intended 
them to be so, but because the organisation of the 
management is at fault. 

It has been pointed out that when an order is 
given and passes down the line, each person has to 
interpret its intention in the light of his knowledge 
of the circumstances in which it must be applied. 
Thus, initiative is required at each point as it is 
passed on, and not least is initiative required by the 
workers who have finally to carry it out. Yet in 
how many cases is the worker told that he is paid to 
work and not to think ? But if he did not think and 
obeyed his orders literally, in many organiifetions 
chaos would result. The worker is often the re- 
deemer of orders otherwise fatal to smooth working. 

The worker, then, is not employed by the person 
who directs his daily activities, but by the firm which, 
so far as he is concerned, consists of a hierarchy of 
officials, many of whom he may never have spoken 
to and may only know by name. It is this distant 
control, which so often appears inexplicable or in- 
human, that produces the worker’s feeling of separa- 
tion from the management and makes him habitually 
think of ‘they’ or ‘the Office’ as the impersonal and 
potentially dangerous powers of another world. 

Of the hierarchy of officials, by far the most im- 
portant to the worker is his foreman, who is his 
point of contact with the management. From the 
foreman he receives orders, and the foreman is re- 
sponsible for keeping the management correctly 
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informed about his work. If there is any difficulty 
or complaint he must take it to the foreman, and 
upon the foreman’s report of him will rest not only 
the recognition of his abilities and the possibility of 
promotion, but also the likelihood of his being dis- 
missed. The foreman is therefore the intermediary 
between the employer and the worker. If he is to be 
successful in his job he must be able to iiiterpret the 
orders he receives to the workmen and the workers’ 
feelings and wishes to the employer. In this un- 
enviable position he may find himself between the 
upper and nether millstones, being compelled to 
give orders which he knows are impossible of exact 
fulfilment or which he knows the workers will resist. 

The relations between a worker and his im- 
mediate superior are perhaps of more importance 
than any other single group of factors in determining 
whether the worker will be contented. Upon the 
wisdom, knowledge, ability and personality of the 
foreman depends whether the power of the employer 
to control the worker is exercised so as to bear as 
lightly as possible or whether it is exercised so crudely 
as to become an intolerable burden. In the em- 
ployer’s power to exercise arbitrary control over his 
workers lies one of the chief sources of unrest, 
because few men are given »he ability by nature or 
upbringing to exercise control in detail over the life 
and work of others without causing irritation and 
resentment. There are few, too, who are able to 
choose persons who have this ability for positions of 
authority over others ; yet any person who has the 
means to establish a business and to hire labour has 
the power to do both and thus to control a large part 
of the lives of others. 
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Up to this point in the discussion, the division of 
labour and the problem of the discipline which it 
involves have been looked at from the point of view 
of an individual workman. It has already been 
pointed out, however, that the first characteristic of 
industrial work is that it is group work and that a 
man seldom works as an isolated individual. Usually 
in industrial work men work together in close contact, 
and wherever people are in close contact day after 
day personal relations inevitably grow up between 
them. Personal likes and dislikes will develop and 
give rise to a pattern of social relationships. The 
pattern will depend on who happen to be thrown 
together by the technical requirements of production. 
Sometimes the work will require a team of men, each 
of whom does a different job, as, for instance, in the 
group who manage a steel furnace ; at other times 
the relations arc determined by mere propinquity — 
the operators whose machines happen to Stand next 
each other. 

Out of the pattern of relationships thus formed, 
informal sociakhabits and customs will grow up which 
tend to bind together the workers into groups. More- 
over, because all the members of any group are 
likely to be under the control of the same foreman, 
they are subject to the same conditions in their work; 
and there will tend to develop a group outlook and 
attitude towards the foreman and the problems which 
arise from work and from the orders received. 

It is characteristic of informal groupings that in 
them a social stratification tends to form in which 
each individual has his own place. What deter- 
mines the status of any individual in a group or in 
society at large is a very complex matter, but some 
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of the main factors influencing it may be mentioned. 
In some cases status is chiefly determined by occupa- 
tion — by the social view of what a man does — that 
is, each differentiated job resulting from the division 
of labour will acquire a status value in the eyes of the 
workers, depending upon the skill, responsibility and 
pleasantness or unpleasantness of the work required 
in it. The rate of pay will also enter into the deter- 
mination of status ; usually the higher the earnings 
from a job, the higher is its status in the worker’s 
eyes. The income derived from a job is generally 
related to the skill and responsibility required in it, 
and these two things tend to reinforce each other in 
determining status. But this is not inevitably the 
case and there arc jobs which may command a high 
rate of pay and which yet may have a lo\v''r status 
than less well-paid jobs because of the dirt, un- 
pleasantness or irregularity of the work associated 
with them. The same is true the other way round. 
Some jobs may be relatively poorly paid and yet 
may have a high status because they are thought to 
be socially important. All this mciely goes to show 
that many factors arc at work in determining status 
and that they do not alway's pull in the same direction. 

In a group of people who meet daily at work other 
personal factors peculiar to a man will also greatly 
influence his status. Individual ability at a job, the 
ability to do it faster or better than anyone else, and 
in heavy manual work great physical stiength will 
also confer a higher status. More important than 
these, however, is the personality of the w orkcr him- 
self. Some men are liked by cveiybody and quickly 
make friends. Others only make friends slowly. 
Others again arc natural leaders who seem able to 
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formulate the attitude and feelings of the group and 
to draw men round them and give them direction 
and purpose. Such men tend to acquire a high 
status within their own small group and to become 
the natural spokesmen of the group in any dealings 
with the management. 

In society at large, however, as opposed to a 
factory community, these individual considerations 
cannot have much weight because they depend on 
intimate personal knowledge. Where strangers meet, 
the things that each wants to know about to deter- 
mine the other’s status in society are the impersonal 
factors which confer status — chiefly a man’s occupa- 
tion, his income as shown by his clothes, motor-car 
and house, whilst to a lesser degree his behaviour, 
manners and speech will tend to indicate his social 
class. 

The satisfaction of knowing that others think that 
your job is important to society, that yoif have skill 
and ability and are successful in your work and, 
consequently, that you are an important person, is 
one of the greatest satisfactions that can be derived 
from work. Social prestige is one of the main 
motivating forces, not only for industrial workmen, 
but also for many other groups in society, for business 
men and professional workers who strive for public 
estimation through their work and their gifts of 
money. The reason why social prestige is so im- 
portant is that it is essential to the self-realisation of 
the individual. Prestige amongst his group can 
alone give each individual that sense of importance 
amongst others and of responsibility towards them 
which is necessary for the full development of self- 
respect. 
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It follows from this that anything which will 
enhance status is a powerful incentive to most men, 
whilst anything which reduces a man’s status, 
whether it be a reduction of income, the loss of a 
job or even failure to obtain promotion, is a blow 
to a man’s self-respect from which it will be hard 
to recover and which will arouse the most fierce 
resentment. 

Informal social groups arise spontaneously out of 
the network of social relationships at werk, but such 
groups tend to acquire permanence because they 
fulfil social needs. Two needs of importance can 
here be distinguished. The need for companionship, 
for someone to talk to, to joke with and to share 
troubles with is a natural urge which such groups of 
friends satisfy. The other need is for ‘Security ; 
security against the arbitrary actions of the employer 
who may alter jobs, pay, status, membership of 
groups or even dismiss a worker without any warn- 
ing. Here the informal group will provide some 
protection; anything which tends to reduce the 
status of a member will be resisted by all who see 
their status also threatened ; any action by a member 
of the group which may give ground for criticism of 
others by the forcmixn will be suppressed by the social 
disapproval of the group; any member who is in 
difficulties with his work will get help from the rest 
and finally the spokesman of the group can often 
put a complaint to the foreman with more cogency 
and weight of opinion than could the individual. 
This, for example, explains the extremely common in- 
formal limitation of output imposed on a fast worker. 
He would incur the censure nf the group if he set a 
standard of output higher than the rest could achieve 
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and thus expose them to the foreman as slow workers. 
Another example is the action of a group in ‘ carrying ’ 
a slow worker if he is unable temporarily to keep up 
a normal output, whether from infirmity or other 
cause. In this case the other workers will do part of 
his work for him. In these ways the group helps to 
give security to its members. 

Some consequences of great importance for in- 
dustrial relations arise from the network of social 
relationships within a factory. In the first place, the 
employer seldom, if ever, deals with an isolated 
worker. To the employer it may appear that each 
worker can be directed individually in his work 
without any wider consequences. In fact, however, 
whenever a worker receives an order it not only 
affects his conduct, but the behaviour and attitude 
of the other members of his group. And this reaction, 
if not taken into account, may completely^ nullify the 
employer’s intention. Secondly, the group reaction 
of the workers is the basis of trade unionism. Each 
small group will react in its own way in defence of 
its members, but since common employment by the 
same employer is the rule in industrial work, it is 
likely that many things which affect one group will 
affect other groups in much the same way. The 
successful spokesman for one group may thus become 
the leader of many and the ‘shop steward’, the local 
official of the union, who negotiates with the em- 
ployer on behalf of a large section of the factory. 

The factors which influence the lines of develop- 
ment of trade unions cannot be discussed here, but 
the bearing of the discussion on the difference be- 
tween industrial and craft unions may be pointed out. 
Where the division of labour docs not produce very 
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great differences in status amongst the workers, this 
may lead to a type of unionism where the whole, or 
nearly the whole, of the employees in a factory may 
belong to the same union irrespective of the work they 
do. Industrial unionism, in which all the workers 
in an industry may belong to the same union, is then 
the natural development. But where differences of 
status amongst the workers are very great, it may give 
rise to craft unionism, in which workers with well- 
defined skills and training band together to endeavour 
to secure their status. In this case status motive 
overrides that of group solidarity. 

The conditions under which industrial work is 
carried on have only to be stated to make some of the 
more important causes of discontent immediately 
apparent. The last two chapters have, however, 
only been concerned with the surroundings in which 
the worker finds himself within a factory and have 
ignored his economic position in society at large. 
Before wc can discuss the worker’s discontents we 
must therefore consider the economic problems 
which face him and how these are related to the 
factory surroundings. The next chapter will there- 
fore be devoted to a discussion of the economic posi- 
tion of the wage earner. 
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The Economic Position of the Wage Earner 

Before entering upon a discussion of the economic 
position of the wage earner, it must be remembered 
that we are here concerned only with first prin- 
ciples ; and the temporary circumstances of both 
time and place and partially applied remedies are 
disregarded.* This means that we arc discussing 
the fundamentals of the wage earner’s position, 
ignoring for the time being the fact in Britain today 
of over-full employment, of strong trade unions and 
of a well-developed social security systepi. In many 
countries today these things still do not exist. They 
may in time become more universal, and this possi- 
bility will serve to remind us that in this chapter we 
shall be dis($ussing one of the social elements of the 
problem of industrial discontent which can therefore 
be subject to modification. 

The economic and social distinguishing mark of 
the industrial worker is that he has no means of 
livelihood other than the sale of his labour. In one 
sense it is true that, apart from a small group of 
extremely wealthy individuals who are able to live 
entirely on the proceeds of invested capital, very few 
people have any source of livelihood other than 
their labour. Thus, the great majority of farmers, 
business and professional men of all sorts must 
* See page i i. 
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labour to live. But this is not the issue. Plainly, for 
the greater part of any community there is no means 
of living except through working, but what dis- 
tingviishes the wage earner from others who labour 
to live is that he has to labour today, or at any rate 
next week, in order to live. In other words, he has 
no reserves, no alternative source of temporary in- 
come upon which he can fall back, if he is unable to 
work or unwilling to do a particular sort of work. 
Whilst business and professional men have generally 
some store of wealth, some savings or house property 
which can be drawn on if they wish temporarily to 
stop working, and whilst the farmer can be tem- 
porarily self-supporting and live on the food from his 
own farm, as a rule the wage earner has none of 
these sources on which he can draw temporarily. 
This is not to deny that wage earners may some- 
times have small savings, and that these may be 
built up, particularly in good times of full employ- 
ment and high wages such as have recently been 
experienced. Even so, the size of the worker’s income 
in relation to his basic needs usually gives but a small 
margin for saving. Consequently the worker’s re- 
serve is generally so small in relation to his family’s 
needs, and the prospects of being able to replenish it, 
were it once depleted, so doubtful, that it cannot be 
compared with the reserves r f the greater part of the 
non-wage-earning population. 

In addition to the fact that the wage earner is 
dependent on the immediate sale of his labour, he is 
distinguished socially by the short duration of his 
contract for the sale of it. The great majority of 
industrial workers are dependent on a weekly wage 
payment, that is, their contract for employment can 
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be terminated at a week’s notice. Only a small pro- 
portion are, however, guaranteed a week’s work: 
they are paid by the hour and full employment may 
not be guaranteed for even a week. Thus in many 
trades subject to the vagaries of the weather or to 
other incalculable forces outside human control, the 
worker must often bear the risk of not being able to 
sell his labour. Similarly workers in seasonal trades 
and in occupations subject to fluctuation, such as 
dock work or ship-repairing, are subject to long 
hours and great fatigue, alternating with slack 
periods when their labour is unsaleable. Even where 
he is not subject to such natural risks, in many in- 
dustries the worker is still only paid by the hour and 
is thus directly at the mercy of fluctuations of demand 
arising from tempoiary economic changes.* 

Not only, therefore, is the industrial worker one 
who is distinguished by being depei^dcnt almost 
entirely upon the sale of his labour and who has no 
alternative source of income, but he is also marked 
off from others who sell their labour, sue h as doctors, 
lawyers, teathers, public servants and many clerical 
workers, by the extreme uncertainty of his contract 
for sale. The professions, business men, farmers and 
independent craftsmen all depend on the sale of 
their labour or services directly or indirectly through 
the goods they produce, but none sell their labour 
upon such short contract as the wage worker. None 
of these classes can suffer a loss of income due to the 

* In some of the worst cases of unstable employment, for example 
building and dock work, in recent years a system has giown up of 
guaranteeing the worker a certain minimum payment whether he is 
employed or not. Such arrangements have so far only touc hed the 
fringe of the problem and could hardly survive a prolonged shortage 
of work. 
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vagaries of the weather, in the sense that their in- 
come suffers an immediate decline if tomorrow be 
wet ; again, though their income may be uncertain 
over a long period, none is likely to find that their 
labour can be wholly dispensed with next week. 
Thus, compared with other persons who rely for 
their livelihood mainly upon the sale of their per- 
sonal exertions, the economic position of the in- 
dustrial wage earner is one of extreme insecurity. 
He has, at the best, only limited reserves to fall back 
on and, as a rule, no source of income other than his 
labour. At the same time he cannot enter into a long 
contract for the sale of his only asset. 

The economic insecurity of the worker has the 
most far-reaching influence upon his stiength as 
a bargainer for wages. Without any other dis- 
advantages, the fundamental characteristics of the 
industrial wage earner, his piopertylcssness, his 
absence of alternative means of gaining a livelihood 
and his inability to dispose of his labour on a long 
contract would make his position very weak when 
bargaining over the sale of his labour. They all tend 
to compel him to accept whatever wage is offered 
because of the urgency of his need. Certain other 
factors, however, make the position of the individual 
worker, unprotected by his union or by the law, even 
weaker. In most markets in vvhich buyers and sellers 
meet for the sah of goods, ii the seller be offered a 
price below what he thinks his goods are worth, he 
can generally defer the sale of them to a later date 
in the hope of finding a buyer willing to give a higher 
price. In other words, the seller’s goods are not 
generally immediately perishable. Labour is, how- 
ever, of all commodities the most perishable. It must 
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be used as it becomes available, and if the worker is 
offered a price lower than what he thinks is the 
market price, he cannot refuse to sell his labour with- 
out wasting some of it. Even if he can find alter- 
native employment at the factory in the next street 
an hour later or a day later, by his refusal to sell he 
has lost part of his only asset and reduced his income. 
Every sale of labour is thus to some extent a forced 
sale. 

A further source of weakness on the worker’s side 
in the bargain between the individual workman and 
the potential employer is that there are many sellers 
of labour — the workmen, but only a few buyers — the 
employers. Thus, an employer can refuse to hire any 
workman without fear of not being able to obteiin 
the services of another, secure in the knowledge that 
there are still plenty of alternative workers. The 
workers, however, on their part will hesitate before 
refusing an offer from an employer, because they will 
know that there are only a few alternative em- 
ployers, and that, if they do not accept an offer now, 
there may be much delay before they find employ- 
ment. Thus, because there are many workmen and 
relatively few employers, competition among work- 
men for jobs tends to be greater than competition 
amongst employers for workmen ; and greater com- 
petition implies a weaker bargaining position. It 
also hzis a further effect, for it means that it is more 
difficult for the more numerous workers to combine 
to fix a price below which they will not sell than it is 
for the less numerous employers to combine to fix a 
price above which they will not buy. Thus it is 
easier for the employers to form an association with 
the aim of agreeing not to raise wages above a 
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certain level than it is for the workmen, who are 
much more numerous, to form a trade union with 
the object of preventing workers from undercutting 
one another by fixing a minimum wage. In two 
different ways, therefore, the difference in numbers 
places the workers at a relative disadvantage in 
bargaining with the employers. 

In addition to the weak bargaining power of the 
individual workman, imposed by the fact that every 
sale of labour is to some extent a forced sale, his 
bargaiining power is further weakened by want of 
knowledge. When two parties enter into negotiation 
for a sale, each endeavours to ascertain what is the 
limit to which the other is willing to go. If both 
buyer and seller fully understand the other’s position, 
there is no inequality in bargaining power from this 
cause ; but if knowledge is mainly on the side of the 
buyer, then he will be able to force down the price to 
near the limit which the seller will accept. This is 
the position in most bargains for the sale of labour. 
The worker can have ver>' little knowledge of how 
much his labour is worth to the employer, for that 
would depend on an intimate knowledge of the em- 
ployer’s business. Further, in the absence of a trade 
union or well-organised system of employment ex- 
changes, the worker is likely to be ignorant of what 
alternative opportunities exi't for his employment 
and what price he could obtain in them for his 
labour. On the other hand, the employer, especially 
if he is a large employer of labour, is in a position to 
know what is the current price at which he can obtain 
labour. He knows the weakness of the worker’s 
bargaining position and has therefore no reason 
to offer more than the current price. Moreover, 
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the foreman or other person who is accustomed to 
engaging labour will be much more experienced 
in negotiations than most workers are likely to be, 
and, consequently, by his superior knowledge will 
often be able to get the best of the wage bargain. 

A lack of knowledge of the alternative oppor- 
tunities for the sale of his labour very seriously 
weakens the strength of the workman’s bargaining 
power. The market for his labour is scattered among 
a great number of factories and work places. Left 
unaided to find work by his own efforts, the workman 
must tramp the streets answering advertisements and 
seeking work, a search which may be long and 
which may involve much fruitless exertion. 

If the worker knows where there is a demand for 
labour, his ability to make use of his knowledge 
depends upon his occupational and geographical 
mobility. If the individual worker is able easily to 
undertake a wide variety of tasks, and is not depend- 
ent upon a highly specialised skill for earning a 
living, his economic bargaining strength is greatly 
increased. It is also increased if he is able easily to 
move from one place to another wherever there may 
be a demand for his labour. Usually, however, the 
worker’s geographical mobility is seriously restricted 
by family ties and circumstances, and often by a 
housing shortage which makes it difficult to move 
his family. In the short run. therefore, most work- 
men are limited to the work which their immediate 
locality can offer, and are thus restricted in the 
number of alternative sources of employment. 

A result of all these economic circumstances is that 
the weakness of the worker’s economic position is apt 
to be cumulative. If, because of his want of alter- 
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native means of livelihood, of knowledge of where 
other jobs exist and of the market price for his 
labour, he accepts a position at a low wage, his 
economic reserves and ability to stand out for a good 
wage arc likely to be less the next time he seeks 
employment. Each time he gets the w'orst of the 
bargain, the chance that he will be worsted next 
time is increased. Sometimes tliis leads to ‘sweat- 
ing’, the exploitation of cheap labour which cannot 
stand out for more just because it is cheap. And 
because poverty-stricken labour is usually very in- 
eflicient labour being poorly fed and housed, it i? 
often not worth while for the employer to offer more. 
A vicious circle is thus set up leading to an in- 
tensific'd exploitation of labour. Whenever there is 
chronic unemployment this sort of situation is likely 
to arise. 

On the other hand, where full or over-full em- 
ployment continues for anj length of time the 
opposite effect is likely to be found. The mere fact 
that the worker has a choice of vacancies enables 
him to make the employers bid against each othei for 
his seivices. His bargaining strength is thus greatly 
increased, and, with each good bargain made, the 
higher wage he receives will better enable him to 
stand out for more the next time. There is therefore 
likely to be a cumulative upward movement in wages. 
This upward movement is accentuated by competi- 
tion amongst employers for labour wdiich may lead 
them to attempt to obtain labour by offering all 
kinds of payments additional to the normal wage. 
Bonus systems, piece rates adjusted to give abnor- 
mally high earnings and many other methods are 
used which all have the effect of increasing the 
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earnings of labour over and above the normal wage 
agreed upon. This is sometimes known as the 
‘wage drift’ because it leads to actual earnings 
gradually creeping ahead of the nominal wage 
agreed upon with the trade union. Since the 
Second World War this phenomenon has existed 
in most of the industrial nations of the world and 
has given rise to the problem of wage inflation. ^ 

There is one further peculiarity about the sale of 
labour. As has often been pointed out, the worker 
cannot sell his labour apart from himself and con- 
sequently he has to be present wherever his labour is 
required. Whilst he can bargain over the terms on 
which he will sell his labour at so much per hour, he 
cannot so easily bargain over the physical conditions 
of the place where he must work. The worker can 
Stipulate the wages he is to be paid ; he can arrange 
the hours to be worked ; he may be able to fix by 
agreement certain other matters connected with 
wages and hours, such as overtime payments ; and 
he may bargain for extra payment if the conditions 
under whigh he is expected to work turn out to be 
exceptionally unpleasant as, for instance, when he 
asks for dirt money or payment for wet places in 
a mine. He may, too, be able to specify as part of 
the bargain that he shall be provided with certain 
amenities, hot water for making tea, a cloakroom 
and the like. But, even if he could insist on being 
shown over the factory and being shown the exact 
work he will be required to do, and therefore be aware 
of the conditions, he cannot specify in his bargain for 
the large number of physical factors which will 

■ For a brief discussion of this problem see pp. ii8>i20 
below. 
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greatly affect him. Generally when a workman is 
engaged he is entirely ignorant, unless it be from 
hearsay, of what physical conditions he will be asked 
to work under. Even were he fully aware of every- 
thing, it would not be practicable to bring into the 
contract all the conditions of the task. As it is, the 
workman must accept whatever conditions the em- 
ployer chooses to give him, often without knowing 
what he accepts, and so inevitably has to enter into a 
one-sided bargain. The plaee he is asked to work in 
may turn out to be cramped or badly ventilated ; it 
may be too hot or too cold ; the lighting may be bad, 
the atmosphere dusty, the processes of work injurious 
to health ; or, on the other hand, every consideration 
and care may be given to the workers’ comfort and 
health. Whichever is the case, the conditions which 
the worker finds are, for the most part, outside the 
terms of any bargain he can make. 

This would not matter so much if the physical 
conditions under which the work has to be done did 
not greatly affect the amount of effort and the mental 
stress incurred in doing it. In return for his wages, 
the workman undertakes, in effect, to achieve a 
certain minimum output. If he does not achieve 
it, his employer is likely to dismiss him. But the 
physical efforts and mental stresses necessary to 
achieve the required output, that is, the real cost to 
the worker, depend on the conditions under which 
the work is done ; and these are determined almost 
entirely by the employer. For example, a clothing 
manufacturer may expect an output of so many 
dozen pieces from a worker each day. If the worker 
is provided with a properly adjusted seat and a bench 
of correct height and efficient lighting, if the ventila- 
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tion and temperature of the room are properly main- 
tained, and if a comfortable room is provided in 
which to take meals and to relax in the intervals 
between work (to mention only a few of the factors 
which affect the amount of physical effort), the out- 
put expected by the employer may be easily achieved 
without involving great physical stress. If, on the 
other hand, no attention is paid to these conditions, 
the amount of physical effort required for a given 
output may be enormously increased. The employer 
thus determines to a considerable extent the physical 
effort he exacts from the worker. 

Further, the physical conditions of work are not 
the only, nor perhaps even the most important, factor 
in determining the cost of labour to the workman. 
The mental stresses of work and the happiness and 
contentment of the worker are largely determined by 
the discipline under which he works, and by the 
character and social integration of thef group of men 
with whom he works. The great importance of 
the way in which a foreman exercises his disciplinary 
powers has already been emphasised. So important 
is the character and reputation of the foreman for 
fair dealing and wise handling of his subordinates, 
that workmen, when seeking employment, will often 
make careful inquiries to ascertain what the foreman 
is like. A reputation that the workmen are ‘a good 
gang to work with ’ is also often a reason for seeking 
employment with a firm. Nevertheless, in a large 
factory it is virtually impossible for a worker to know 
the nature of the discipline to which he will be sub- 
ject, or whom he will have to work under or work 
with, or in any way to alter these things within the 
terms of his bargain. 
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It is, of course, true that when there is full em- 
ployment the worker has a greater freedom of choice 
of employment and will tend to avoid employers who 
have a bad reputation in regard to the conditions of 
work they offer, and more especially if they have a 
reputation for harsh discipline. More often, how- 
ever, when the worker is engaged he has little 
knowledge of these matters, and, if there is any un- 
employment, he will have little freedom in the choice 
of a job. In these vital questions, which have such a 
close bearing on his happiness, he is mainly in the 
employer’s hands for good or for ill. 

The economic position of the industrial wage 
earner, unaided by a trade union or supported by a 
State system of social security, may be summed up 
as one of considerable insecurity of livelihood and of 
fundamental weakness in bargaining with the em- 
ployer. In matters which it is possible to include in 
his contract to labour, the worker is at a severe dis- 
advantage, whilst there aie many othci things 
w’hicli greatly affect the physical eflort and mental 
stress of labour which cannot be included in any 
contract and are thus left entirely to the discretion 
of the employer. 

The analysis u]i to this point h.is shown how the 
economic disabilities of the worker place him at a 
disadvantage in negotiating with the employer. It 
has also been pointed out that the division of labour 
requires ordered co-operation amongst large groups 
of workers and that this cannot easily be obtained 
without imposing discipline upon them. The last 
resort of the employer in securing discipline within 
the factory and a steady application to work lies in 
his power to dismiss a worker who is recalcitrant and 
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thus subject him to a loss of income. For, even if a 
change of work can be made rapidly, so that a man 
dismissed by one employer can quickly find alter- 
native employment, the worker necessarily loses some 
income. Thus, the worker’s economic disability, the 
threat of the loss of his job and the fear of being 
deprived temporarily of his income, is the means by 
which he is driven to obey the discipline imposed 
upon him. 

The extent to which an employer can use this 
means of discipline depends mainly upon the con- 
dition of the market for labour. When there is over- 
full employment, the threat of dismissal will have 
little deterrent effect because other jobs are im- 
mediately available and the consequent loss of income 
will be small. Moreover, employers will be less 
ready to dismiss a man when they know that they 
cannot easily obtain another to fill his place. Under 
these conditions many employers who hate relied 
mainly upon the threat of dismissal often find that 
they are totally unable to maintain discipline and 
complain of the indiscipline of labour. On the 
other hand, if there is any unemployment the threat 
of dismissal is one that can both be implemented and 
is likely to cause the worker severe loss of income. 
Thus, underlying the whole of the worker’s industrial 
life there is the ever-present possibility of dismissal, 
sometimes overt, more often not, but always there 
to be brought into operation if the need arise, and 
always acting as a restraint upon the worker and 
making him amenable to authority. 

This situation is not one which arises only when 
industry is conducted for profit by private enterprise. 
It is a situation brought about by factors inherent in 
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the structure of society and the nature of industrial 
work. Wherever industrial work is found, with its 
grouping together of many workers in one place, and 
wherever the industrial worker relies mainly on the 
sale of his labour to obtain his income and can only 
sell his labour on a short contract, his economic dis- 
abilities are likely to be the means of disciplining 
him. Under private enterprise, where the owner of 
property has the freedom to say who shall be em- 
ployed, the employer inevitably has considerable 
power over the worker. It must not be imagined, 
however, that this is purely the result of private 
enterprise. Where the ownership of the means of 
production is vested in the State, as in nationalise*! 
industry, the threat of dismissal is still the ultimate 
sanction for the maintenance of industrial dis- 
cipline. Moreover, because nationalised industries 
are generally monopolies controlling the whole of an 
industry, dismissal is a much more severe penalty 
than it would be under private entcrpiise. For under 
the latter system a worker can find alternative em- 
ployment with another employer in his same occupa- 
tion. But to be dismissed from a nationalised in- 
dustry may well mean that there is no possibility of 
working at the same occupation and the loss o^ skill 
acquired over many years. The position of a coal 
miner or railway-engine dri'^er dismissed from the 
nationalised coal-mining or railway industries is far 
worse than it would be under private enterprise. 
The general problem of industrial discipline and 
how it can be maintained without resort to economic 
sanctions, is one that remains to be solved in any 
economic system. 

To disentangle all the physical and psychological 
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cross-currents and conflicts of motives aroused by dis- 
cipline is far outside the scope of this discussion, but 
one simple distinction needs to be made. In so far 
as discipline is accepted by the worker to achieve an 
end which he believes to be desirable, it will be far 
less conducive to unrest than if it is imposed to secure 
an end not accepted. There is a whole world of 
diflcrence between self-discipline or the acceptance 
of an external discipline imposed for a common 
purpose, and a discipline imposed for an end not 
desired. Though external discipline enforced for 
a commonly accepted purpose may be extremely 
irritating if it is exercised unwisely, provided the 
desire to achieve the end is sufficiently strong, no 
damage is done to the human personality. Where, 
however, the end is not accepted as necessary or 
desirable, where there is no common aim between 
disciplincr and disciplined, discipline becomes a mere 
frustration of human puipose, stunts the develop- 
ment of human personality and embitters human 
relations, for it is then a denial of freedom to the 
individual. 

The term ‘wage-slavery’, familiar to all v'ho 
come into contact with the organisations of the 
workers, expresses more tersely than any other phrase 
could do the worker’s view of the factors we have 
been studying. The term ‘wage’ indicates all that 
complex of factors which make the economic cir- 
cumstances of the woiker so uncertain, and ‘slavery’ 
the way in which this economic weakness is used to 
enforce discipline upon an unwilling worker. 
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CHAPTER V 


The Causes of Industrial Discontent 

Many industrial workers would deny that they 
derive any pleasure from the work they do other 
than the monetary gain that they get out of it ; yet 
it is a commonplace observation that in their spare 
time industrial workers will undertake for themselves 
and for othcis the most arduous tasks involviiig 
perhaps heavy labour and prolonged application. 
The multitudes who, in their spare time, dig their 
gardens, decorate their houses, build garages or 
make things for a hobby, work for themselves and 
perhaps, therefore, possession of the product might 
be held to be the main motive. Probably as many, 
however, undertake voluntary work for others 
through clubs, societies, trade unions, churches, 
charitable organisations or singly in their individual 
capacities; and in these cases it is plain that the 
motives lie clscwht '’e than in any direct personal 
gain. Therefore, given the right conditions, work 
can evidently bring considirablc satisfaction which 
is independent of the moi’etary gain which may 
result. I'hat this is so can be seen in another way 
by looking at the opposite case of those who arc un- 
employed. It is characteristic of the mental state of 
men who have been subject to proUfnged periods of 
unemployment that they rapidly lose all purpose in 
life and all self-esteem. This is mainly because they 
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are denied the opportunity of finding normal ex- 
pression for these feelings through useful work, and 
this frustration is powerfully reinforced by a sense of 
social uselessness. The unemployed do not demand 
work only because they otherwise starve, though this 
may be the most pressing reason. They demand 
work, useful work, because only this can give the 
sense of being at one with society, of being a useful 
human being who has a purpose in life and who is 
fulfilling a deeply rooted, though unconscious, social 
obligation. 

It cannot be too often stated that work in the 
sense of useful activity is essential to the physical and 
mental well-being of man and is a necessary condition 
for human happiness. If, therefore, work is a neces- 
sary condition of man’s happiness, why is it that so 
many industrial workers fail to find satisfaction in it ? 

Before trying to answer this question, let us in- 
quire further what are the normal satisfactions of 
work and ask how far the conditions under which 
industrial work is carried on permit their realisation. 
We shall then be able to appreciate better why in- 
dustrial work so often fails to satisfy and may give 
rise to acute discontent. 

The satisfactions of work arc many and varied. 
It is, however, possible to distinguish certain main 
elements in most forms of work which under appro- 
priate conditions will bring satisfaction. The first is 
the physical activity of work which is a normal 
activity of the human body and under the right 
conditions is both plezaurablc and essential to health. 
As prisoners know, the deprivation of the opportunity 
to work is a severe hardship. This is also shown by 
the fact that if work does not provide some physical 
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exercise, the worker usually seeks exercise as a means 
of relaxation, as witness the keenness with which 
office workers engage in week-end sports. However, 
to enable the satisfaction of physical activity to be 
fully realised, work must be within the physical 
capacity of the worker, so that he is not strained in its 
performance. It is also necessary that the worker 
should be able to adjust the amount of effort he makes 
by working at his own speed and starting or stopping 
work as the varying physical energies of his body 
require. Any compulsion to work when the body is 
unwilling can soon become a physical torture. 

Secondly, there are the mental satisfactions of 
work, derived from the opportunity for self-expression 
it gives and its consequent contribution to the de- 
velopment of the personality of the worker. The 
highest form of self-expression is to be found in the 
creative ability of the artist-craftsman, but it is also 
to be found in varying though lesser degrees in most 
forms of work. Self-expression through work is not 
only embodied in the article made, though this is 
one of the most important forms of expression for the 
skilled craftsman, it also finds an outlet in methods of 
work which vary from person to person even for the 
same task, the way a man handles his tools or machine, 
the way he looks after them and his interest in and 
knowledge of his occupation. For the full realisation 
of self-expression through work it is necessary that 
the worker should be able to make a finished article 
or complete a process, that he should be free to use 
what methods seem best to him and that the work 
should be varied and suited to his natural abilities. 
He can then look at the results of his work, see that 
they are good and take a priue in them. 
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Thirdly, there is self-esteem. The satisfaction a 
man can derive from feeling that he has used his 
skill well, done a good day’s work and achieved 
Something worth while, gives purpose to life. Pro- 
vided work is felt to serve a useful purpose, even the 
most trivial tasks will serve to make the worker feel 
a useful person, and most forms of industrial work 
will therefore give some opportunity for feelings of 
self-esteem. Proportionately few, however, provide 
opportunities for the more developed forms of the 
feelings which arise from pride in skill. The pride 
of a skilled craftsman plying his craft cither on his 
own or in a group can be an immense satisfaction. 
Witness the pride taken in their work by men who 
have built something unique, like an ocean liner or 
a railway engine. 

Lastly, in its social aspect, work is the link that 
binds the individual to soeiety, makes him a useful 
member of it, gives an opportunity for Recognition 
of his abilities by others, and consequently may bring 
social prestige with it. The great importance of the 
status of a man, both in a group and in society at 
large, and how status is closely linked with feelings 
of self-esteem have been examined in Chapter III. 
Social esteem is vitally important to almost every- 
body, and a man’s happiness is very' much affected 
by general opinion regarding his usefulness in the 
world. The work a man does is one of the main 
factors determining the social esteem in which he is 
held. To enjoy to the full the satisfaction of being 
held in high esteem by others, the work a man docs 
must both be thought to be important to society 
and not easily carried out by everybody. 

These satisfactions are most often found in their 
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most developed forms in the person of the independ- 
ent craftsman or professional worker who is his own 
master and who serves the consumer directly, such, 
for example, as the village joiner, the tailor, the 
doctor or dentist. In these people many motives 
are integrated. To the independent worker a 
satisfied customer is a satisfaction in itself of having 
given good service ; the direct service to the customer 
provides variety and opportunity for the exercise of 
skill in satisfying the consumer’s needs and thus 
satisfies the instinct of craftsmanship ; and good 
service and good work both enhance the social status 
of the worker and arc good business and lead to 
personal gain. The independent craftsman is thus 
perhaps of all workers the most contented with his 
work, because all the main satisfactions of work are 
in him so closely knit that the pursuit of each brings 
the satisfactions of the others. Moieovcr, he is a 
free man not subject in his work to the control of 
others. 

To what extent do the conditions of industrial 
work enable these satisfactions to be realised ? In the 
first place, the physical satisfactions of work are 
severely restricted by industrial conditions. In- 
dustrial work involves working in a gioup on the 
principle of the division of labour. As has been 
pointed out, this means th:. the individual has to 
keep pace with others. Again, where the rate of 
work is set by a machine with which the human 
body must keep pace, the physical effort of so doing 
may easily become insupportable. Cases of wilful 
damage to machinery can sometimes be traced to a 
desire to halt the machine at anv cost. The worker’s 
freedom to adjust the amount ol effort that goes into 
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work is thus often very restricted. It is further re- 
stricted by the discipline to which he is subject, which 
determines the times at which work must begin, for 
how long it must continue and to some extent the 
rate at which it must be done. All these factors 
combine to produce a constant tendency for in- 
dustrial work to compel physical effort from an 
unwilling body. The result is not only that there 
is often no physical pleasure to be found in work, 
but that industrial fatigue may easily be a potent 
source of unrest. 

The mental satisfactions of work arise mainly 
from the opportunity it gives for the self-expression 
of the worker. Any restriction on his individual 
initiative, on the methods he may use or the pace at 
which he must work, inevitably limits his opportunity 
for self-expression ; and though a moderate degree 
of restriction by no means necessarily prevents a con- 
siderable degree of self-expression, it remains true 
that the less a man is his own master, the less must be 
his freedom of self-expression. The division of labour 
is the main Cause in limiting this self-expression. It 
deprives the worker of the satisfaction of carrying a 
piece of work through all its stages to make a finished 
article and therefore of satisfaction in the result. By 
removing variety from work it may deny the oppor- 
tunity for self-expression, and work may be highly 
monotonous, requiring nothing but the repetition of 
a very simple operation, for instance, screwing to- 
gether two pieces of metal. The larger the organisa- 
tion in which he works, the more likely is it that the 
worker may never sec the finished article of which he 
helped to make a part, and in these conditions it is 
uot uncommon to find workmen who neither know 
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why they perform a particular task nor understand 
its relation to the other parts of the manufacturing 
process. Even where the division of labour does not 
have these results, the discipline which goes with 
group work dictates when work shall be done, how 
it shall be done and how fast it shall be done, and 
so restricts the freedom of the worker to work in his 
own way and destroys his pleasure in his own tech- 
nique. Under such conditions there may be little 
scope for any feeling of what we have called self- 
esteem. 

It will have been noticed that the physical and 
mental satisfactions of work are all restricted by in- 
dustrial conditions because they all depend to a great 
extent on the freedom of the individual to work in 
his own way. The loss of freedom which ivdustrial 
work entails is a very important cause of the dis- 
content with it. It does not follow, however, that 
because a man works in a group he can never feel 
free, for freedom is partly relative to the social 
organisation within which an individual works. A 
man whose aims are completely in accord with the 
socially approved aims of his group will feel no 
restriction. He will be free. It is when his aims 
conflict with those of his society that he will be 
conscious of restriction. Therefore in group work, 
unless a man feels that he is part of the team with a 
common aim, he will feel resti icted by his work, and it 
will seem as though he is working for the purposes of 
others without sharing in their aims. Nothing could 
be more conducive to discontent. This applies not 
only to the worker’s immediate comp.anions at work, 
his own small group, it also applies to the much 
wider field of his position in the factory or the 
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company for which he works. A man must feel part 
of his social group both in its narrower and wider 
aspects if he is to be free. The application of this 
to the ment£il satisfactions of work will have been 
noticed. Both self-expression and the allied feeling 
of self-esteem depend partly on the integration of the 
individual into his group. If he feels a common 
purpose with the group and understands the wider 
significance of what both the group and himself in 
it are doing, some of the consequences of the loss of 
individual freedom may be partly redeemed. 

I'he great importance of the status of an indi- 
vidual and how it is closely linked with feelings of 
self-esteem have already been pointed out, and it is 
not surprising, therefore, that matters connected with 
status should often be the cause of friction and dis- 
content in industry. There arc two aspects of status 
which must be considered: the status of the in- 
dustrial workman in society and the naiTowcr aspect 
of a man’s status amongst his own workmates in the 
factory. 

As we have seen, a person’s status in society is 
determined mainly by the importance other people 
attach to his occupation and by his income. In both 
respects the industrial workman is accorded a low 
status. Most industrial work which is not highly 
skilled does not fulfil the conditions which will give 
the worker a high status in the eyes of society. 
The ordinary unskilled or semi-skilled factory worker, 
and even some skilled workers if their work is looked 
down on, for instance coal miners, are at the bottom 
of the ladder so far as social esteem goes. The un- 
skilled worker possesses mere labour power undis- 
tinguished by any special skill or other mark of 
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recognition to separate one individual from millions 
of others engaged in industry. His task is usually a 
trivial one in the sense that it has little social impor- 
tance. Anyone can undertake it, often without pre- 
liminary training, and it frequently provides little 
opportunity for the individual to distinguish himself. 
Over the greater part of industry, therefore, for the 
large mass of the unskilled and semi-skilled, the con- 
ditions which might bring a good social status do 
not exist. 

Status in society is, howcv er, chiefly an economic 
matter governed by the income a man derives from 
his work and only to a lesser extent by its character 
or social usefulness. It is primarily to a man’s income 
that society looks when placing him on the social 
scale. In this respect also the industrial woiker is 
a person of low status in the eyes of other members 
of society because he belongs to the lowest income 
strata of society. Full employment has brought 
about changes in the relative income levels of differ- 
ent strata, and sometimes industrial workers may 
earn as much as professional workers who have 
not had the same opportunities to advance their 
standards. But this does not invalidate the general 
statement that indusirial workers as a whole belong 
to the lowest-paid group in society. Most industrial 
workers derive very little socitl esteem from the work 
they do, and, because it yieMs them a low income, 
are prevented from enjoying the social prestige which 
wealth brings with it. 

This general attitude in society that the industrial 
worker is a person of no importance lias serious con- 
sequences on his relations with his employer, for the 
attitude is carried over into the factory. A person 

E 57 



The First Principles of Industrial Relations 

of litde or no importance so far as work is concerned 
is likely to cease to be regarded as an individual by 
the employer. If the worker does not command 
individual notice or respect he is likely to become 
a mere paid hand, entirely devoid of human in- 
dividuaUty, with whom the ordinary decencies of 
human intercourse need not be observed and to 
whom orders can be issued without considering their 
consequences to him. This is the reason why in- 
dustrial discipline is so often exercised crudely, why 
it is often not thought to be necessary to explain to 
workers the reasons for orders or to discuss them 
with them, and why they are so seldom drawn into 
consultation. 

It is true that if a worker possesses considerable 
skill or undertakes work of great responsibility, his 
status will be considerably enhanced. His skill dis- 
tinguishes him from the common run, and because 
skilled men arc relatively few he will*^be of greater 
importance to the employer. But skill alone does not 
overcome the problem of status ; for the more 
educated and skilled a man is, the more conscious 
will he be of his own abilities and the greater will 
be the pride that he takes in using them. Therefore 
he is likely to be less willing to be subordinate to 
others, and the greater will be his resentment if a 
poor social status is accorded to him. No man can 
be educated, trained, and given means to develop 
individuality only to be denied recognition of it from 
others, without producing an acute social conflict. 
This is one of the reasons why the most skilled workers 
arc often the most militant in their protest against 
the social system. 

Further consequences flow from the attitude so 
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prevalent amongst employers of disregard for the 
worker as an individual. It means that the em- 
ployer often makes no attempt to understand the 
attitudes of the workers employed by him, and will 
often be almost completely unaware of the social 
patterns and status systems which grow up amongst 
them in his factory. To the worker, his low status in 
society zis a whole will at times be galling, especially 
to those of more than average intelligence and 
ability, but the majority usually accept it as part of 
the order of nature. What touches the worker far 
more closely is his position among his workmates 
within the factory, for here his status will constantly 
make itself ft It directly in day-by-day social inter- 
course. Provided he is happy with his workmates 
and is received into their working group and finds 
his status within it, no problem is likely to arise. A 
recognised position in the group, especially one wliich 
takes account, as it is likely to do, of a man’s personal 
qualities and abilities, gives stability and security 
to his social life. Industry, however, is essentially 
dynamic. Changing economic circumstances and 
changing techniques of production bring with them 
continuous changes in the organisation of the human 
beings in industry, and these changes inevitably affect 
men’s status. 

It is here that the cm] loyer’s disregard for the 
individuality of the men h< employs and his lack of 
knowledge of the social groups amongst them is 
likely to cause acute discontent. In making changes 
in the human organisation of the factory, the em- 
ployer is likely unwittingly to ndc roughshod over 
long-established customs and attitudes and to hurt 
people at points where they are most sensitive. Men 
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who have acquired a high status among their work- 
mates may find their group broken up and them- 
selves thrust into another group which does not 
recognise their status, or they may be asked to work 
under a stranger or sec themselves supplanted after 
years of service by a new-comer of less experience. It 
is difficult to underestimate the amount of industrial 
discontent arising from euch lack of knowledge and 
want of consideration on the part of employers. A 
background of bad personal relations caused in these 
ways is not infrequently the root cause of disturbances 
which break out ostensibly over other matters. 

Up to this point in the discussion of the causes oi 
discontent no mention has been made of the most 
obvious form of discontent in industry, the workman’s 
discontent with the wages he receives. Wage ques- 
tions arc not only the most frequent cause of dis- 
putes, but the struggles fought around the rate ot 
wages are some of the most bitter and prolonged. 
Why, then, have wage troubles been omitted from the 
discussion ? The reason is that just because industrial 
disputes so frequently revolve around wage questions 
many people assume that this is, if not the only, by 
far the most important came of dispute and therefore 
do not stop to look behind the immediate subject dis- 
puted over to the underlying causes of dispute. Indeed 
both employers and workers themselves are very apt 
to fall into the error of thinking that industrial peace 
is only a question of paying sufficiently high wages, 
and disillusionment frequently follows when, after 
substantial wage increases, industrial troubles break 
out afresh. It is not difficult to see now that, though 
wages may be themselves a cause of discontent, their 
importance as a subject for dispute is greatly magni- 
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fied just because so many other causes of friction 
exist. 

The normal satisfaction of work, the pleasure of 
physical activity, the opportunity for self-expression 
and the development of personality through work, 
the self-esteem and self-respect derived from useful 
work well done, and the social esteem won by recog- 
nition from others of the importance of one’s work 
are none of them, as we have shown, properly realis- 
able under industrial conditions. Moreo/er, the con- 
ditions of industrial work have disintegrated the 
unity of the satisfactions of the craftsman. When a 
worker is employed by another he is at once to some 
extent separated from personal contact with the con- 
sumer of the product ; and the more the division of 
labour is developed, the further is he separated from 
the person whom his labour ultimately serves. This 
separation hinders the operation of the motive of 
service to others and thus reduces its strength, and 
at the same time the division of labour reduces the 
satisfaction to be obtained from the work itself. 
Thus the satisfactions of work become divorced from 
each other, so that, in the pursuit of personal gain the 
satisfaction of having given good service is no longer 
obtained ; and the pursuit of good service no longer 
brings the satisfactions of the craftsman, of social 
prestige or of personal gain. The motive of personal 
gain thus tends to become ^he dominating motive of 
the worker, for there remains little or nothing in 
work to make it worth while except the money that 
can be got out of it. 
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H'age Discontents 

Four major factors can be distinguished in the 
worker’s discontent with his existing level of income 
and his demands for higher wages. The first has to 
do with the relation between the wages received and 
the subjective cost of the work, that is, the cost to the 
worker in terms of physical effort and mental stress. 
The other three have to do with the relation of the 
wage received to the level of living made possible by 
it and the level of living of other persons in the 
community. 

The discontents aroused by the relation between 
wages and the subjec tive cost to the worker of carry- 
ing out a particulai task are due to the fact that 
there is oftch little correspondence between wages, 
which arc determined by the conditions of the market 
for labour, and the severity of the toil, which is 
determined not only by the nature of the work, but 
also by the physical conditions and the personal rela- 
tions at the place of work. Whilst it is true that 
there arc tendencies which operate to bring wages 
into relation with the energies required in any par- 
ticular occupation, and that these operate more 
strongly when full employment promotes mobility of 
labour, it often remains true that the heaviest and 
dirtiest tasks are not the most highly paid, but the 
most poorly paid. The dirtiness and unpleasantness 
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of some occupations ‘is a cause of the lowness of the 
wage earned in them. For employers find that this 
dirtiness adds much to the wages they would have 
to pay to get the work done b\ skilled men of a high 
character working with improved appliances ; and so 
they often adhere to old methods which require only 
unskilled workers of but indifferent character who 
can be hired for low wages because they arc not 
worth much to any employer.’ > Further, as has 
already been pointed out, the cost of a given task to 
the worker is determined very largely bv the physical 
and mental conditions under which it is done. 
These vary from work-place to work-place. Although 
there is a general tendency for labour always to st ek 
the work-place where conditions are most satisfactory 
and where human relations are known to be happy, 
as is shown by the relative ease with which good 
employers can obtain the pick of the labour market, 
there are many obstacles and risks attached to a 
change of employment. These obstacles and risks 
often compel a worker to remain in a position where 
he feels he is being made to give more labour and 
endure more discomfort than the wage justifies. 
Sometimes, however, the discontent arises in zm 
absolute form in which the protest is against auto- 
cratic methods of discipline or having to do a par- 
ticular job at all. ‘I don’t think anyone ought to be 
asked to do a job like this’, or ‘No one should have 
to endure being treated like that’ are remarks which 
carry their own story. 

The discontents with wages arising from the rela- 
tion between the wage and the standard of living it 
provides take three main forms. In the first place, 

* Marshall, A., PnrutpUs of Eionomics, 6lh Ed., p. 558. 
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the wage a workman receives may not provide him 
and his family with the necessary physical basis for a 
healthy life, in terms of food, clothing and housing. 
This is an absolute deficiency in the level of living. 
Secondly, the wage a workman receives may not 
provide what he feels to be a reasonable level of 
living for him and his family. This is a relative 
deficiency in the level of living, that is, relative to a 
standard that depends on the general level of living 
of the community. Thirdly, though the wage a 
workman receives is enough to provide what he feels 
to be a reasonable level of living, it may give him 
an income which is low compared with what some 
other members of the community get. This is a 
relative deficiency in the level of living, not relative 
to the general standard of the community, but 
relative to what others may have and therefore to 
what is felt to be a just standard. This discontent 
with wages is a discontent with what is felt to be an 
injustice. 

The amount of income necessary to maintain a 
healthy existence varies gready from country to 
country and even from place to place within the same 
country, but it can be roughly calculated for any 
given place. The amount of money necessary to buy 
sufficient food for health and to provide adequate 
shelter and clothing and other necessaries for life can 
be estimated fairly closely. For any given time and 
place it is, therefore, possible to calculate approxi- 
mately a level of income for each given size of family 
without which a healthy existence cannot be main- 
tained. By comparing this with existing family 
incomes it is possible to ascertain how far they are 
sufficient to support life. Minimum Needs Standards 
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have been calculated for many different countries, 
and from such inquiries it appears that over a large 
part of the world many industrial workers still do 
not earn enough to support a healthy life. 

The relevance of this statement to the Western 
industrial communities may, however, be questioned. 
Whilst it is true that poverty of such intensity that it 
deprives workers of the means to live in health has 
now largely disappeared from them, it is still true 
that the standard of living of some industi'ial workers 
is not far above the poverty line. The basic minimum 
time wage of many unskilled workers will not much 
more than suffice to maintain them at the minimum- 
needs standard, particularly if they have large families 
to support. In conditions of full employment, earn- 
ings are, however, likely to be increased above the 
minimum time rate by overtime at increased rates 
of payment, enabling most men to earn sufficient 
to support themselves and their families above the 
poverty line. 

The second cause of discontent with wages, that 
a man’s wages may not provide what he feels to be a 
reasonable standard of living, is a relative matter, 
relative to what arc the prevailing standards in 
the community. Moreover, what appears to the 
members of any income class to be a reasonable 
standard of living is usually one slightly better than 
they themselves are accustomed to, and thus \aries 
for each level of income. Further, what any person 
considers to be a reasonable standard of living is 
seldom fixed, but is constantly moving towards higher 
and higher levels. It is only by comtant but gradual 
increases in living standards and, consequently, in 
what is thought to be desirable, that the workers 
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and the community as a whole gain by progress in 
the technical arts. Dissatisfaction arising from this 
cause is therefore only likely to be acute, if the 
machinery for the adjustment of wages does not 
readily pass on to the workers the gains of technical 
progress, and compels industrial conflicts before 
advances in levels of living become possible. 

The problem of discontent with relative living 
standards is essentially a product of modern industrial 
progress, and one which is made more acute as the 
pace of scientific progress increases. Before the in- 
dustrial revolution, levels of living were so static that 
men were content to live as their fathers had done, 
because the stimulus of new wants was not constantly 
held before them. Today each decade sees a new 
major application of science to produce a new 
product — the motor-car — the wireless — television 
— whilst continually there arc new minor applica- 
tions of science to produce new consilmers’ goods. 
The result is that the consumer is for ever stimulated 
to new desires, and new wants are deliberately 
created by means of skilful advertising. Those 
applications of science constitute part of the progress 
in material standards of living, and unless the 
income of the worker is sufficient to bring them 
gradually within his reach, discontent with existing 
levels of income is tnc inevitable result. 

The third cause of discontent distinguished above, 
the discontent arising from differences in income, has 
two different aspects though they arc closely related. 
On the one hand, there is the relation between the 
wage level of different groups of workers and the dis- 
content that may arise from changes in their relative 
position. On the other, there is a broader aspect. 
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Discontent may arise from the much greater in- 
equahties of income that exist between industrial 
workers and the professional and property-owning 
classes of society. 

Let us consider the first of these. Each industry 
has its own wages structure, that is, the workmen 
employed in it are paid amounts which vaiy with 
their differing occupations. The wages structure is 
determined by many different factors which may be 
summed up as factors which influenct either the 
demand for or the supply of labour in each different 
occupation. The more important factors on the 
supply side are the intelligence and skill required for 
a job, its relative pleasantness, its regularity and me 
bargaining strength of each group of workers, whilst 
the demand is chiefly determined by the demand for 
the product and the alternative methods of manu- 
facture. The structure thus determined tends to 
become fixed by tradition and is, as a rule, only 
slowly modified as changing conditions affect it. 
Generally speaking, it seems to be the case that where 
a strong trade union exists and the wage structure is 
incorporated in a written document, the structure 
tends to be more rigid than when the market for 
laboui is less well organised. 

Any change in the wage structure bringing with 
it a change in the relative position of different groups 
of workers will tend to cause friction between them, 
as may a change which gives greater absolute 
amounts to some workers than to others whilst keep- 
ing the relative positions unchanged. An example 
is an increas'' in wages brought about by a rise in 
the cost of living. If the relative positions of skilled 
and unskilled is to remain unchanged, the increased 
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payment which each receives must be proportional to 
their old wages. This will involve giving a greater 
absolute amount to the better paid workers and a 
smaller amount to the less well paid. It is likely to 
be considered very unfair by the latter group, 
especially as the rise in the cost of living which was 
the basis for the demand for higher wages is much 
the same for both groups. On the other hand, if 
a uniform increase in wages of the same absolute 
amount (say ten shillings a week) is given to the 
members of both groups, the relative position of the 
higher paid group is reduced and the ‘dilTcrcntial 
for skill’ becomes smaller. The status of the higher 
paid group is thus threatened directly by the relative 
loss of position on the income scale and indirectly by 
the implication that their skill is not so important. 
Not a few strikes have been directly caused by such 
loss of status. 

The feelings that lie behind these discontents are 
very mixed. Broadly speaking, the reaction of each 
income group towards the next group above it, 
irrespective 'of how or why they came to have more, 
is a feeling in which injustice plays a prominent part : 

‘ Why should they have more than I ? ’ On the other 
hand, towards those who have less, the common 
attitude is that of self-justification : ‘ I am more im- 
portant and therefore deserve more than that 
fellow’. The feeling of injustice, however, often 
works mainly in one direction towards those who 
have more, and for this reason complaints of in- 
justice are often at root the product of envy. Envy 
of those who have more, causes industrial friction and 
unrest in industry all the way up the income ladder, 
from the lowest paid to the highest paid group, 
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between workers of different income grades as well 
as between salaried grades. It may even go higher 
and cause friction between wealthy business men 
whose desire for wealth is partly due to a desire to 
show the world that they have succeeded better than 
the rest. 

The motive of envy and the feeling of injustice 
are so closely intertwined that it is often impossible 
to say where one begins and the other ends. But 
though they are both causes of friction in industry 
the unrest caused by jealousy is as a rule trivial 
compared with that which springs from a sense of 
injustice. Whilst selfish motives produce endless 
friction, moral indignation against an injustice can 
produce a revolution; because moral motives can 
engender a real unity of purpose where selfish ones 
can produce only a temporary and uncertain alliance. 
The industrial discontent caused by feelings of in- 
iusticc is, therefore, apt to have much more far- 
reaching effects, socially and politically, than unrest 
arising from envy because it can unify large groups 
of people in a common aim. 

Wc may now turn to the broader aspect of the 
discontent arising from inequalities of income in 
society. The structure of society which determines 
that the owners of industry shall be one set of people 
who are more wealthy, whi’st the workers in it are 
another set who are less \ calthy, seems to many 
workers to be unjust. This is because the distribu- 
tion of wealth does not seem to be governed by any 
of the rational economic forces to which the worker 
is accustomed to look when he seels an explanation 
of wage differences. Propertv owners do not seem 
to be necessarily more skilled or to take greater 
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responsibility or to work harder than non-property 
owners. And where they are more skilled or hold 
more responsible positions, they seem to do so 
because their wealth has given them education and 
opportunity for advancement denied to the worker. 
In other words, wealth does not seem to be dis- 
tributed according to ability or to need, but simply 
according to the accident of birth and the right of 
inheritance of property. Not only does this in- 
equality seem unjust, but it seems an added injustice 
that because a man happens to be bom poor he has 
to accept the orders of his employer who is rich. It 
is easy, therefore, for a picture to grow up in the 
workers’ eyes in which on one side stand the em- 
ployers who are wealthy and receive greater incomes, 
and on the other side stand the workers with smaller 
incomes who must take orders from them. 

The feelings of injustice which arise in this way 
are powerfully reinforced by the fact that in large- 
scale industry the shareholders seldom have any 
contact with workers whom their capital employs. 
It is a famiHar social phenomenon that resentment is 
more easily felt against an abstract idea of a oerson 
whom one has never met than where human inter- 
course provides a basis for understanding ; for where 
understanding prevails hatred cannot easily be pres- 
ent. Thus to the worker the absent shareholder is 
easily erected in imagination into the blood-sucking 
capitalist who is constantly drawing away part of the 
product of industry without in any way actively 
assisting in the work. The sense of injustice produced 
by these feelings becomes the basis for a common 
bond between all grades of workers against an 
organisation of society which perpetuates inequality. 
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This revolt against what is felt to be a social 
injustice is the moral basis of socialism. It is also 
the reason why many of the organisations represent- 
ing industrial workers so strongly support socialist 
political parties. There arc, it is true, many other 
elements which together go to make up the general 
political development known as the ‘socialist move- 
ment’, but the moral fervour with which socialists so 
often hold their faith has as its basis a revolt against 
the injustice of industrial organisation. 

I'he three types of discontent which have been 
distinguished as springing from dissatisfaction with 
wages are often inextricably intertwined in the 
worker’s mind, sometimes one, sometimes another 
showing with greater emphasis, depending on the 
level of income, the intelligence and the e<lucation 
of the particular individual. To the man who has 
not enough to provide the physical basis of life, all 
three aspects may form part of his discontent, but 
sheer poverty is likely to preoccupy him to such an 
extent that the other discontents may find little 
expression. The workman who has more than tliis 
will probably be more concerned with the relation 
of his income to others’ incomes. The skilled man 
earning a high wage who has enough to provide a 
good living is the one in whom the last of the three 
discontents, the sense of injustice, is most likely to 
prevail. It has frequently been remarked that the 
most militant sections of the working class arc to be 
found not, as might be anticipated, among the worst 
paid on whom poverty bears most heavily, but 
amongst the skilled and highly paid who have an 
adequate standard of living. The reason is clear. 
The more educated and intelligent a worker is, the 
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greater is likely to be his revolt against injustice, 
the less is he willing to put up with industrial dis- 
cipline and the greater is his power to resist economic 
exploitation. 

One further factor serves to strengthen all the 
discontents with wages which have here been dis- 
tinguished. It has been pointed out that the chief 
characteristic of the system of private enterprise, so 
far as it affects labour, is the fact that labour is 
bought by the employer, and its products (produced 
jointly, with the aid of capital and enterprise) sold 
for private gain. Thus, at every point of contact 
between the employer and the worker, the relation- 
ship tends to be vitiated by a consciousness on both 
sides that the relation is one in which one party is 
making a gain out of the personal exertions of the 
other. This is not to say that the worker docs not 
also make a gain, for it is characteristic of all economic 
transactions that they bring advantage *to both sides, 
otherwise they would not take place. Two things, 
however, make the contract for the sale of labour 
different from the ordinary relation between buyer 
and seller. I'hc first is the extreme inequality in the 
respective economic strength of the parties. The 
second is the fact that it is labour which is bought 
and sold, and that this involves the subjection of the 
personality of one person to the will of another. The 
worker is often very conscious of his economic weak- 
ness, that industrial discipline is forced upon him 
through this weakness and that the purpose for which 
the discipline is exercised is not the common good, 
but to make private gain for another out of his 
exertion. If, therefore, the worker is discontented 
with his wages, this consciousness will reinforce his 
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dissatisfaction, for if he feels that his wages are lower 
than they should be and seeks the reason, the answer 
seems clear ; someone is making a profit out of his 
labour. 

Whether or not an employer is taking advantage 
of the worker’s economic weakness and is exploiting 
him in the sense that he is not paying a ‘fair wage’ * 
may make little difference to the strength of the 
worker’s dissatisfaction. Even if the employer pays 
more than a fair wage, if that wage is not, for what- 
ever reason, enough to satisfy the worker’s needs, 
then the dissatisfaction caused by the feeling of being 
sold for profit w'ill come in to accentuate discontent. 
And, in so far as a feeling of injustice at the in- 
equality of income prevails in the worker’s mind, 
this sense of injustice will be heightened by the feeling 
that his relative poverty is due to his labour being 
used to increase the gain of others who have more 
than he has himself. 

* ‘Wages in any occupation are fair when, allowance being made 
for differences in the steadiness of the demand for labour in different 
industries, “they are about on a level with the payment made for 
tasks in other trades which are of equal difficulty and disagrccable- 
ness, which require equally rare natural abilities and an equally 
expensive training”/ — Pigou, A G., Economics of Welfare^ 2 nd Ed., 
p. 520, quoting A. Marshall. 
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Discontents arising from Ignorance 

Whether or not discontents arc justified may make 
little difference to the strength with which they are 
felt, for the social situation in which the worker is 
placed is such that it may often give rise to dis- 
contents which have little or no foundation in fact. 
Thus, because the worker is particularly liable to 
exploitation he will often fancy that he is being ex- 
ploited, in the sense that he is being paid less than 
a fair wage, when in fact he is not. Or he may 
imagine that his labour is helping to enrich a wealthy 
capitalist, when in fact the capitalist tnay have an 
income no bigger than himself. The beliefs and 
suspicions thus engendered are not the less a cause 
of discontent because they are not based on fact. 
They have their roots in the nature of industrial 
organisation and of the status of the worker in society, 
and may give rise to as much social disturbance 
as discontents more solidly based. This distinction 
makes it clear, ho^vevcr, that ignorance itself may 
be a cause of discontent. 

There are three main forms of ignorance which 
may give rise to discontent. The first is one of the 
consequences of the division of function between 
management and labour and of the division of 
labour of which this is a wider aspect. It is the 
divorce of the worker from all contact with the 
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markets within which the firm must operate. On 
the one hand, the worker has no contact with the 
market in which his product is sold or with the con- 
sumers whom his labour ultimately serves. On the 
other, he has no contact with the markets in which 
the firm buys its raw materials and other supplies. 
He therefore has no knowledge of the consumers’ 
likes and dislikes and the commercial problems of 
marketing the product, nor of the problems involved 
in purchasing supplies. The commercial side of the 
business is therefore a closed book to him. The same 
is true of the financial aspects of the business. Few 
workmen have any knowledge of the capital em- 
ployed, the shareholders who own it, the profits made 
and how they are distributed beween shareholders 
and reserves to maintain or expand th^ business. 
These facts and the complicated financial problems 
that arise from them are usually quite outside the 
workers’ sphere of knowledge. The reason is partly 
that the majority of the working class, even including 
many of the more educated of them, have never been 
educated in a way that would enable them to under- 
stand these things. It is also partly because these 
matters are often deliberately concealed from the 
workers, and even where they arc not concealed no 
effort is made to make the information accessible or 
to explain its meaning to anyone who is interested 
to learn. It is therefore perhaps not unnatural that 
the worker should easily imagine that there is some- 
thing to hide and that the firm which employs him 
is making large profits from his labour. 

The second main form of ignorance is that the 
average worker in a large factory has usually the most 
vague ideas of the nature ot the work of the senior 
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executives of the firm. If the worker knows nothing 
of the commercial and financial organisation of the 
firm, he cannot appreciate the sort of problems to 
which those sides of the business give rise and the 
business knowledge and techniques used by the 
management in solving them. Moreover, because 
the worker is separated from the organisation and 
administration of the intemzil affairs of the firm, he 
will have little conception of the difficulties and 
complexities with which the manager of a large firm 
is faced daily. This lack of understanding of the 
nature of the work of business administration is likely 
to lead the worker to underestimate how exacting 
the work of an administrator can be, and to fancy 
that the manager does nothing but sit comfortably 
in his office issuing orders for others to carry out. 

Thirdly, the worker often has little information 
which could help him to understand things much 
nearer his daily work than major problems of 
business. It is not unusual to find that factory 
workers know very little indeed of such simple 
matters as the output of their department, the rela- 
tion of this to the output of other departments and 
to that of the firm as a whole. It is even not at all 
uncommon to find workers who are comparatively 
ignorant of their own place in the organisation, of 
why the particular task they perform is necessary, of 
what place it has in relation to other workers’ tasks 
and of the technical processes involved in their work. 
This is not to deny that amongst skilled workers there 
often exists a very high level of knowledge relating to 
technical processes ; but the extent of this knowledge 
varies greatly from trade to trade, and amongst the 
unskilled it may be rudimentary or lacking alto- 
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gethcr. Therefore the workman is often not in a 
position to understand the reason for the orders he 
receives, even when they concern things with which 
he has direct contact and he could do so if explana- 
tions were given. If the worker docs not appreciate 
the reasons for the orders he receives in their nearer 
implications regarding the work he does, still less can 
he understand their more ultimate purpose in the 
management of the business. The reasons for factory 
rules, for changes in personnel or in methods of 
organisation of work, for spells of o\ertime or the 
enforced idleness of short time may often not be 
explained. And this may easily give lisc to suspif ion 
that their purpose is simply the better exploitation 
of the worker. 

Lastly, if the worker docs not understand the 
reasons for the orders he receives, he cannot appreci- 
ate the motives which lie behind them. The em- 
ployer’s actions will, therefore, always be liable to 
misinterpretation and may easily give rise to fancied 
causes of discontent. Where misunderstanding has 
persisted for any length of time and a bad state of 
industrial relations has grown up, the workman may 
have become so prejudiced that any action on the 
part of the management will always be misinter- 
preted. If good canteen and welfare facilities are 
not provided it will be said that the management does 
not care about the workers. If they are provided, 
however, it may be said that the firm is making 
large profits by exploiting the workers and is seeking 
to escape taxation by expenditure which can be set 
against profits. 

The same may be true the employer. In so far 
as he misunderstands the workers’ motives, he is 
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likely to misinterpret their actions and to take steps 
which are more likely than not to heighten existing 
discontents because they are based on a false estimate 
of the situation. Where employers and workers are 
in close personal touch with one another this is not 
so likely to happen as in large firms where the 
management is far apart from the workers. Nor is 
it so likely to arise where the employer and workers 
are drawn from the same social class as when, as 
is more usual, they are drawn from very different 
classes of society, with different degrees of education 
and different manners, speech and social outlook. 
Under these circumstances, mutual ignorance of the 
motives of the other side is likely to provide a fruitful 
ground for misunderstanding. In the absence of any 
other cause, such ignorance would be enough to 
bring about friction between employer and worker. 
But as an undei lying factor in a social relationship 
which is fraught throughout with potent causes of 
strife, ignorance is likely to be a constant source of 
industrial discontent. 
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CHAPTER VIII 


The Signs of Discontent 

At the beginning of this book the term industrial 
discontent was used to include all the various mani- 
festations of discontent which are found in industry. 
It is now possible to draw certain distinctions 
between the different forms assumed by industrial 
discontent, and to draw attention to the connection 
between discontent and its various manifestations. 

Discontent may show itself cither in the unrelated 
actions of individuals, that is, in unorganised forms, 
or it may show itself in a deliberately organised form. 
The signs of unorganised discontent which result 
from each individual taking whatever steps he can 
in pursuit of his own happiness are a high rate of 
labour turnover, absenteeism and general ineffi- 
ciency and unwillingness at work. An organised 
expression of discontent generally takes the form of 
a strike or a threat of it, or the collective refusal to 
obey some order, or organised restriction of output. 
Whilst the latter are universally recognised as 
symptoms of unrest, the former phenomena are 
seldom so looked upon, but they are perhaps more 
important as signs of human unhappiness than 
the less common and more spectacular organised 
struggles. 

If a worker is dissatisffid with his work for any 
reason, whether because the physical surroundings 
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or personal relations are unsatisfactory, or because 
his wages are insufficient and he is unable to secure 
redress, to leave work and seek another employer is 
his last resort. Thus, if workmen remain with an 
employer for only a short time and then leave of 
their own accord or are dismissed, so that a constant 
flow of labour passes through the firm’s doors and 
the rate of labour turnover is high, this can generally 
be taken as a sign of industrial discontent. 

Movements of labour from place to place and 
from firm to firm in the same locality may, however, 
have another cause. They are the normal way in 
which adjustment takes place in the supply of 
labour in response to changes in the demand for it. 
Moreover, a change from one job to another is the 
only way a young workman can secure wide experi- 
ence and is often the only way in which promotion 
to more responsible and better paid work can be 
secured as family responsibilities increase. There- 
fore, the normal rate of turnover varies greatly 
between different countries and between different 
localities in the same country, depending on many 
different factors the chief of which are the nature 
and economic stability of the industry, the sex and 
skill of the workers and their traditions and attach- 
ment to a particular industry or locality. In all 
industrial communities, however, there are many 
firms where the rate of labour turnover is far above 
anything which can be explained by normal cir- 
cumstances. In such cases investigation will often 
show a definite connection between the rate of turn- 
over and bad industrial relations within the firm. 

If the worker cannot find another and more toler- 
able job, his second line of defence against work 
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which is a constant burden and frustration to him 
is to be absent from it as often as he can afford and 
as often as will not involve his dismissal. Absenteeism 
is a sign that work is temporarily intolerable to an 
extent measured by the wages which will be sacrificed 
to escape from it. Absenteeism is, therefore, a re- 
markably good measure of the social and psycho- 
logical forces focused on the worker, some of which 
drive him to work whilst others make work distaste- 
ful. High absenteeism rates are not uncommonly 
found at work-places that suffer from a high rate of 
labour turnover; and both may be regarded as 
different forms of expression of the same underlying 
causes of discontent. 

Some voluntary absenteeism has social causes 
other than discontent with work, but the amount due 
to such causes is usually small amongst adult male 
workers. Amongst women, however, particularly 
married women who have a family to look after, 
home responsibilities may lead to a high rate of 
absenteeism which is not connected with discontents 
at work. 

Involuntary absenteeism due to ill-health or ac- 
cident is another form of absenteeism whieh normally 
has no connection with the contentment of the 
workers. It is well recognised, however, that there 
is often a connection between high rates of voluntary 
absenteeism and high sickness rates, and that the two 
are often found together. The reason is that where 
discontents are rife, the stresses and strains of work 
may be so severe as to lead to nervous exhaustion 
and consequent ill-health. Neurasthenia is a not 
uncommon word on medical certificates presented 
as proof of absence due to illness. Even where the 
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work doe* not cause ill-health, if the workers are 
strained and unhappy at work, minor ailments will 
be seized upon as an opportunity for absence and 
thus give rise to high rates of involuntary absenteeism. 
On the other hand, contented workmen who feel 
themselves to be part of a team will be anxious not 
to let the others dowi> and will disregard ailments 
which might be good cause for staying away. High 
rates of involuntary absenteeism due to sickness may 
therefore conceal much discontent. 

A discontented worker who can neither find other 
work nor absent himself for fear of dismissal is likely 
to be extremely inefficient at work. Many workers 
will deliberately ‘go slow’ if they are discontented, 
partly to show their resentment and partly because 
they have no incentive to do more than the minimum 
amount of work necessary to avoid dismissal. Slow 
work may also be a deliberately calculated move 
against the fear that the employer will speed up the 
rate of work, and amongst piece-rate workers that 
the piece-rate will be reduced if they go faster. On 
the other hand, many workers, whilst not consciously 
working slowly, will be extremely inefficient as a 
result of mental conflicts arising from acute dis- 
content. The work of industrial psychologists during 
the last twenty-five years has shown how closely 
mental contentment and efficiency at work are re- 
lated. When, therefore, an employer makes a general 
complaint thart all his labour is inefficient, as distinct 
from the inefficiency of particular workers, it is 
reasonable to suspect that the inefficiency complained 
of may be due to bad industrial relations. 

Whilst high rates of labour turnover, absenteeism 
and a general lack of efficiency are all possible signs 
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of discontent, they come into prominence chiefly 
during periods of economic prosperity or war when 
there is a shortage of labour. At such times em- 
ployers who are short of labour will tolerate the 
persistent absentee as well as an inefficient worker. 
Labour turnover increases because workers who dis- 
like their work can easily find other employment. 
Moreover, high wages in prosperous times make it 
easier for workmen to aflbrd the loss of earnings 
which absenteeism or moving to another job will 
cause them. On the other hand, when there is un- 
employment, labour turnover tends to be reduced 
because anyone who has a job holds on to it for for 
of not being able to find another. Absentees and 
inefficient workers are also usually quickly .dismissed. 

Full employment, therefore, tends to reduce the 
weight of the economic compulsion to work and 
especially to work for a particular emplover. It thus 
lowers the threshold at which the Vt^orker can act in 
defiance of discipline without suffering the penalty 
of dismissal, and weakens the control which em- 
ployers exercise through it. At such times the 
problems of labour turnover, absenteeism, indis- 
cipline and inefficiency become acute for employers 
who in the past have relied on economic sanctions 
for obtaining good behaviour. And this leads to 
many complaints of indiscipline and to public dis- 
cussion of its causes. 

The signs of organised discontent, the strike, the 
organised ‘go slow’ policy, and demands backed by 
the threat of a strike, aflbrd little real means of 
gauging the extent of industrial discontent. Whether 
or not industrial disconttrit crystallises into an 
organised demonstration or remains unvocal and 
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unorganised depends on a host of social and economic 
factors of which only the main ones can be men- 
tioned. In the first place, the extent to which strikes 
arc resorted to depends chiefly, though not wholly, 
upon the strength of unionism amongst the workers, 
that is, whether they have a real underlying unity of 
purpose which springs from the pursuit of a common 
interest. The factors determining the degree of 
cohesion amongst a group of workers are partly to be 
found in the nature of the work they do, the extent of 
the skill required for it and the common social back- 
ground. Some groups of workers the world over 
have a high degree of cohesion and habitually resort 
to strike action as an expression of discontent. 
Amongst other groups there is so little cohesion that 
an organised expression of discontent is rarely found. 
Miners, whether of coal or other minerals, are an 
example of the former, and young unskilWd women, 
whether in the clothing or other trades, an example 
of the latter. There may be just as much discontent 
in the one as in the other, but in the one it will show 
itself in strikes and the other only in a high rate of 
labour turnover. 

In the second place, given the strength of union- 
ism, whether strike action will be resorted to de- 
pends on the economic position of labour, both 
generally and in the particular industry concerned. 
In general, if labour be scarce, so that an employer 
cannot easily dismiss men and replace them by 
others, the workers’ fear of unemployment is reduced 
and the threshold at which a strike may take place 
is lowered. 

Lastly, the likelihood of a stoppage of work depends 
a good deal on the relative importance of labour 
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and capital in the industry under consideration. 
Where wages are a high proportion of the costs of 
production, as in coal mining, it is difficult for the 
employer to meet a demand for an increase in them 
because it would increase the price of the product. 
On the other hand where, as in the steel industry, 
labour costs are a small part of the total, a con- 
siderable increase in wages will have only a small 
effect on the total costs of production and hence on 
the selling price. In the latter situation, moreover, 
where the capital equipment is very expensive, the 
employer will be specially anxious to avoid the loss 
involved if it stands idle. He will, therefore, both 
be more easily able to afford an increase in wages 
and be less willing to risk a strike than where capital 
costs are low. All this means that, other things 
being equal, strikes are more likely the greater is the 
workers’ bargaining strength, and the stronger the 
trade unions. This is especially true where unions 
have grown rapidly and the workers are in a mood 
to use their new found strength. 

Other things, however, are not always equal. 
Where the workers are in an exceptionally strong 
bargaining position, due perhaps to the large amount 
of capital employed, the employer will seldom refuse 
any reasonable demand. The men will have no 
need to strike. Moreover as unions grow bigger, 
their strength increases and they gradually become 
an accepted social insitution. They then tend to 
rely more on bargaining and less on direct action to 
achieve their aims. This is partly because, as size 
increases, so do the risks involved in a strike, the conse- 
quences of which may affect a large section of society. 
It is also partly because the leaders tend to develop 
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a wider social consciousness of their responsibilities 
not only to their members, but to society at large. 

Though all cessations of work organised by the 
workers are called strikes, there are two forms of 
strike which are very different in character, and 
which arise from different causes and under different 
conditions. There is the minor strike, usually confined 
to a single work-place and lasting for a very short 
period, often not more than a few days. There is also 
the major strike, involving many firms or a whole 
industry, and usually lasting for a longer period. 
The two forms shade into one another, but at the 
extreme they are quite distinct in character. 

The minor strike is usually a spontaneous ex- 
pression of an overwhelming dissatisfaction with a 
particular set of circumstances which affect a relat- 
ively small group of workers. It is seldom pre- 
ceded by negotiations and often occurs so suddenly 
that neither the management nor the union leaders 
anticipate it. As it is not called by the union, it is 
frequently not ‘recognised’ by the union in the sense 
that the funds of the union are not used to support 
the strike. It is then called an ‘unofficial’ or ‘wild- 
cat’ strike. The union frequently urges its members 
to return to work, and negotiations do not take place 
until the strike has occurred. The causes of minor 
strikes arc usually local questions of discipline — the 
dismissal of a worker, objection to a bullying foreman, 
the enforcement of factory rules, safety questions or 
a demand for some welfare facility — or economic 
issues affecting a particular group of men arising from 
the local interpretation of a national agreement. 
If it is not settled locally, perhaps because it in- 
volves some principle concerning an agreement 
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which covers other firms, it may tend to become the 
cause of a major strike involving many firms or the 
whole industry. 

The minor strike is resorted to at all times by 
groups of workers amongst whom there is great 
cohesion. But in times of scarcity of labour it 
becomes more and more frequent among less co- 
hesive groups and will sometimes occur even among 
non-unionised workers who would never use the 
major strike as a deliberate bargaining weapon. 

The major strike, on the other hand, is one the 
likelihood of which can usually be foreseen for weeks 
beforehand. It is nearly always preceded by negotia- 
tions in which the trade union takes part and oft'^n 
involves many firms or a whole industry. If the 
negotiations fail, the union asks its members^ to strike 
and supports them with union funds. It is thus an 
organised trial of strength after a failure of negotia- 
tions. There is nothing spontaneous about a major 
strike, though what starts spontaneously as a minor 
strike may develop into the dv,liberately fought battle 
of a major strike. The causes of dispute in major 
strikes are, as a rule, important economic issues, ques- 
tions of hours or wages or such general questions as 
the recognition of a union, which extend far beyond 
the confines of a particular establishment. Because 
a major strike is a deliberate trial of strength, great 
efforts arc usually made to c<void it, but, if they fail, 
the importance of the issues involved is apt to pro- 
long the struggle. 

Enough has been said in this summary account 
of the factors influencing a resort to a strike, to show 
that, whether or not discontent takes the organised 
form of a strike, is determiru J by so many diverse 
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influences that the number of strikes is little use as 
an index of the extent of industrial discontent. If 
the number of strikes increases, all that can truly be 
said is that discontent is showing itself more in the 
form of strikes, whilst a decrease in the number does 
not mean that discontent is less. It may merely mean 
that discontent is finding expression in other ways or 
even that it is not finding expression at all. 


88 



CHAPTER IX 


The Remedies 

The analysis of the causes of industrial unrest con- 
tained in the previous chapters has shown that the 
workers’ discontents have no single source. They 
spring from the interaction of many different forces, 
some social, some economic, others psych.ological and 
others again purely physical. To suppose that any 
simple remedv can be propounded for discontents so 
widely varying in character, is to underestimate the 
complexity of the social problem. But there are not 
wanting ardent advocates of all kinds of schemes, 
ranging from profit-sharing and varying forms of co- 
partnership to elaborate piece-rate systems of wage 
payment, who believe that by such means alone the 
problem of industrial discontent can be solved. It 
would be no exaggeration to say that in the problem 
of industrial unrest arc focused nearly all the major 
problems of social organisation. In the last analysis 
the remedies would be found to involve modifications 
in the economic aspects of our social organisation, 
and in its political structure and also in individual 
and social morality. No s .ch high theme will be 
pursued here. The intention of th’s chapter and 
those which follow is to indicate, but not to examine 
in detail, some major problems without a solution 
of which no industiial peace is possible, and to out- 
line shortly the directions in which tlie remedies will 
probably be found to lie. 
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What are the major problems which must be 
solved in seeking to remove the causes of industrial 
discontent ? They can be grouped under seven main 
heads. First, there is the problem of the division of 
labour and all the consequences that flow from it 
of monotony, lack of interest and physical strain. 
Secondly, and this follows from the division of 
labour, there is the problem of the control that must 
be exercised by individuals over the lives of others ; 
the problem of industrial freedom. Thirdly, there 
is the problem of how the common interests of 
controller and controlled, or in capitalist society of 
employer and worker, may be developed so that 
co-operation for a common end may reduce the 
burden of discipline. Fourthly, there is the problem 
of how to remove the worker’s economic disabilities 
which arise from inequality of bargaining power, 
and the insecurity which lies at its root. Fifthly, 
how may the proceeds of industry be most fairly 
shared? Sixthly, how may inequalities of income 
be reduced? And lastly, what is the best form of 
the ownership of capital ? The first three of these 
are fundamental to modern industry everywhere 
irrespective of the form of society or the method of 
ownership or control. The last two both bear closely 
on the problem of industrial relations, but also 
involve much wider considerations of industrial 
efficiency and the structure and political organisa- 
tion of society. 

There can be no ready-made solution to these 
fundamental social problems. Nor can it be expected 
that the answer to any of them lies in any sudden 
change imposed upon industry from outside. The 
answers are more likely to be gradually worked out 
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through a process of social evolution in which the co- 
operation of many different social agencies will be 
needed, each in different ways making its own con- 
tribution. Employers individually and collectively 
can do much, because the executive function in in- 
dustry is theirs and the initiative therefore lies chiefly 
in their hands. The trade unions can contribute 
both by working out policies that will enable their 
members to take their place as partners in industry, 
and by increasing their education and understanding 
of industrial problems. The State can actively help 
to remove industrial discontents by a framework of 
laws which encourage the growth of good relations, 
by encouraging employers and workers to experi- 
ment with and adopt constructive policies, and by 
educating the public generally in the social problems 
which are involved. 

Because we are concerned with the fundamentals 
of industrial relations, it would be out of place to offer 
prescriptions for industrial peace or to concern our- 
selves with the details of immediate methods of im- 
provement. The intention of the chapters which 
follow is rather to show how the solution of some of 
the problems is already being partly achieved by 
various means, to di^^cuss some of the main difficulties, 
and to indicate the general direction in which the 
remedies might be sought. 
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The Contribution of the State 


In Western industrial countries the State performs a 
twofold function in industrial relations. In the first 
place, it maintains a balance between the freedom of 
private ownership of property and the freedom of 
the industrial worker. In different countries and at 
different times the balance has varied, depending 
upon the attitude taken by the State and ultimately 
upon the relative strength of different political forces. 
Sometimes the balance has veered towards greater 
freedom for property owners, sometimes towards 
greater freedom for the workers, but latterly in most 
countries the freedom of industrial workers has been 
very considerably increased and at the same time 
freedom in the use of property restricted. To modify 
the balance, the State has two basic methods at its 
disposal which may be used either alone or in com- 
bination. On the one hand, it can seek to redress 
the inequality in the bargaining strength of the two 
sides by removing the worker’s economic disabilities 
and leaving him to make his own bargain on a more 
equal footing with the employer. On the other hand, 
if this method fails to give adequate protection to the 
workers, the State can, by law, directly restrict 
property rights and enforce minimum wages and 
conditions of employment. 

In the second place, the State usually intervenes 
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to a greater or lesser extent in industrial disputes in 
order to hasten their settlement and limit their 
severity. The maintenance of order and the settle- 
ment of disputes between citizens are two of the 
normal functions of the State everywhere. The State 
may intervene in industrial disputes by a number of 
different methods varying from persuasion through 
varying degrees of compulsion to the legal enforce- 
ment of terms of settlement. Where the State 
adopts the latter course, and determines and enforces 
a decision in every case of dispute, the method may 
approximate to those already mentioned in the 
previous paragraph as a means of protecting the 
worker, i.e. the legal fixing of minimum wages ard 
conditions. 

Without attempting to go into the detail^ of these 
methods, we may now consider some of the more 
important ways in which the State can intervene to 
strengthen the bargaining power of the worker. The 
first essential is that the w’orkers should have the 
right, sometimes known eis freedom of association, to 
form trade unions and to join any trade union which 
may seem best to them in pursuit of their own in- 
terests. Whilst the law may not prohibit the forma- 
tion of trade union« it is not enough that they should 
merely be legal. No effective organisation of the 
workers will be possible if it cannot hold property, 
if it is liable to prosecution li^r conspiracy or sedition 
when it takes action to support its members’ interests, 
and if it is illegal to strike. These are the effective 
conditions for freedom of action. 

It follows as a corollary of freedom of association 
that men must not be compelled to join any union. 
Where workers are compelled lo join a union against 
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their will, whether the union is one formed by the 
employers, the State or other workmen, it is likely 
that the union will become a means of governing 
their actions in the interests of others, of the em- 
ployers or of a totalitarian state in the case of State 
unions. Under such conditions a trade union may 
cease to give protection and become an instrument 
of exploitation. 

The extent of State intervention necessary to 
secure effective freedom of association varies from 
country to country, according to their legal forms. 
In some, the workers arc capable of taking effective 
steps in their own interests without relying heavily 
upon the assistance of the State. In others, where 
the level of education and of experience in organisa- 
tion is less, the State may have to give more explicit 
and extensive rights. It may, for instance, be neces- 
sary to give the union the right to be recognised by 
the employers as the workers’ bargaining agent, and 
thus compel the employers to negotiate. 

The worker’s economic difficulties cannot, how- 
ever, be solved simply by the formation of an 
effective trade union. So long as unemployment 
exists and the employer can dismiss a man with the 
certainty of being able to obtain another, the worker’s 
economic problem is incapable of solution. Unless, 
therefore, the worker is guaranteed a market for the 
sale of his labour, no trade union will be of much 
avail. The fundamental problem to be solved in this 
connection is how to maintain full employment. 

There is a further important reason why full 
employment is necessary for the development of good 
industrial relations. Whilst labour is plentiful, em- 
ployers have little incentive to seek out better 
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methods of maintaining discipline, for the simplest 
solution to every difficulty is to dismiss the worker 
concerned. So long, therefore, as any individual 
worker can be immediately replaced by another, 
labour is bound to have a low status in the employer’s 
eyes. And the fear of unemployment will lead the 
workers to restrict output and be the cause of friction 
with employers. The two world wars of this century 
both brought about a considerable improvement in 
methods of labour management, mainly because, on 
both occasions, but particularly in the period during 
and after the Second World War, the workers have 
had full economic security and therefore a much 
improved economic status. This has led ^o a vigorous 
search for better methods of management, to im- 
provement in foremanship, to joint consultation and 
many other improvements in industrial relations 
within the factory. This is not the place to discuss how 
far the cyclical fluctuations of employment, which 
were a normal feature of most industrial societies 
until the Second World War, can be permanently 
avoided. For our purpose, it is only necessary to 
insist that no great improvement in industrial rela- 
tions is likely to take place without the maintenance 
of full employment 

Of secondary impoitance to the problem of how 
to maintain full employment, but complementary to 
it, is the problem of how to provide the worker with 
security against the risks of ill-health, accident, old 
age and temporary unemployment. Full employ- 
ment can greatly increase the economic strength of 
the worker, but it cannot protect him against the 
many risks of temporary loss of income to which his 
dependence on the sale ot his labour expose him. 
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Moreover, even where a general level of full employ- 
ment exists, temporary lapses from full employment 
in particular occupations are inevitable owing to 
technical and economic changes. Social security 
provided by the State against temporary loss of 
employment is the worker’s only refuge against 
having to accept almost any wage the employer may 
offer. 

Security against such risks has always been one of 
the chief things demanded by workers’ organisations, 
and before the advent of State schemes of insurance 
many working-class organisations, trade unions, 
friendly societies and clubs provided some measure 
of security through voluntary contributions. The 
worker’s income is, however, seldom if ever sufficient 
to enable him to provide an adequate margin of 
security. But where the State steps in to provide 
security by means of compulsory contributions, two 
dangers arise. On the one hand, too lafge a part of 
the worker’s income may be compulsorily deducted 
from his wages to pay for social security benefits. If 
this happens, the proportion of the worker’s earnings 
that are left to his independent use may be so 
reduced that he is put in virtual tutelage to the State, 
and at the same time the compulsory deductions may 
make it impossible for him to make any independent 
provision for himself. Where this happens, indepen- 
dence, self-respect and initiative are sapped, and free- 
dom lost rather than gained. On the other hand, 
unless rates of benefit arc high enough in relation to 
a man’s normal wage to safeguard him against severe 
economic distress and their continuity adequate, the 
security offered will be ineffective. But if benefits 
come near to what an unskilled man might normally 
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•earn, and particularly if the benefit takes the form 
of a family allowance paid according to the number 
of children, there will always be some people who 
will be tempted to avoid work and live upon what 
they can get from the State. Both these dangers 
suggest that social security can be pushed too far. 
But adequate security is of fundamental importance 
for good industrial relations, both because of its 
direct effect in strengthening the worker’s economic 
position and because it indirectly raises his status. 

Lastly, the State can considerably strengthen the 
worker’s economic position by providing a system of 
labour exchanges at which all demands for labour 
arc centralised. This enables a worker to ascertain 
easily where vacancies exist and the wages and con- 
ditions which attach to them By this nxcans his 
bargaining strength is greatly increased, his mobility 
facilitated, and it is made easier for him to find a 
job suited to his abilities and temperament. In 
these ways the systematic organisation of the labour 
market can greatly contribute to the improvement 
of industrial relations. 

All these methods of increasing the economic 
strength of the industrial worker are indirect methods 
in the sense that tl. y add to his bargaining power, 
but leave him alone to make whatever terms be can 
with the employer over wages and conditions of work. 
It may well be the case, h(«wever, that these means 
are inadequate. In many trades, particularly those 
carried on in small scattered workshops or those 
which are seasonal and therefore subject to sharp 
fluctuations, or which employ veiy’ unskilled casual 
or part-time labour, it may be impossible for the 
workers to form a trade union or bargain collectively. 
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If this is the case, wages and conditions of work are 
likely to be very bad, and, if there is unemployment, 
severe exploitation of labour may result. Under 
these conditions the State often intervenes directly to 
regulate the actual terms of the bargain by which 
the workman is employed. There are several ways 
in which it can do this. 

The State may cithei fix by law a minimum wage 
below which no person may be employed, or it may 
delegate its powers to an industrial court with 
jurisdiction over all industries, or to industrial boards 
or other special authorities for each separate in- 
dustry. The power of the State to fix a universal 
minimum wage by legislation is, however, very 
limited. Any minimum wage fixed in this way must 
be set at such a level that it will not be above what 
the lowest paid normal adult worker is worth to the 
employer. Otherwise, the worker will lose his em- 
ployment. As a rule such a wage, therefore, has 
comparatively little influence on the wages of the 
great majority of workers and is ineffective except in 
giving some protection to the lowest-paid workers, 
who might otherwise be exploited. If, however, the 
State delegates its powers to a special wage-fixing 
authority, either central or for each industry separ- 
ately, the minimum wage can be varied to meet the 
economic circumstances of time and place, and thus 
be adjusted to form a very effective means of ensuring 
that the wage earner obtains a fair wage. 

The State can also partly redress the worker’s 
disadvantage of having to sell his labour under what- 
ever conditions the employer provides. Most in- 
dustrial processes involve dangers to life and limb, 
and sometimes the risk of injury or poisoning from 
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the materials used. Because these consequences are 
too serious to be allowed to be a matter for bargain- 
ing, and because the remedies often involve the 
application of the exact technical knowledge of en- 
gineering and medicine, they are usually controlled 
by legislation. Factories Acts and similar instru- 
ments lay down minimum standards of safety and 
health, and often go further and insist that reasonable 
standards of cleanliness and comfort shall be ob- 
served. Because of the vast range of detad involved, 
such legislation can only be made effective if it is 
implemented by the work of technical!/ qualified 
inspectors. By these means the workman can be 
given some absurance that, wherever he sells hi'? 
labour, he will be safeguarded from being compelled 
to work in insanitary- or dangerous surroundings. 

In all these ways the State can successfully inter- 
vene to remedy the worker's economic weaknesses, 
to place him in a position of more nearly equal bar- 
gaining power with the employer and to a consider- 
able extent prevent the discontents that arise from 
absolute poverty. Such measures do not, however, 
do much to eliminate the discontent which arises 
from relative poverty, that is, from inequalities of 
income. For these the State has other remedies. By 
taxing the income of the rich more heavily than that 
of the poor, incomes may be made more equal. 
They can be further equalised by the payment of 
family allowances and other monetary benefits to the 
poorer sections of the community and by the pro- 
vision of social services which mainly benefit the 
poor. Further, the State can help to pi event the 
growth of large fortunes by means of death duties 
and so make the distribution ot wealth more equal. 

99 



The First Principles of Industrial Relations 

At the same time it can help to equalise the oppor- 
tunities for securing well-paid work by means of free 
education and scholarships. These are the familiar 
means for bringing about greater social equality now 
accepted everywhere, and they do much to improve 
the worker’s status in society. They work slowly 
but surely. 

The power of the State to bring about equality of 
income by these means is, however, seriously limited. 
As society is at present constituted, it is built upon 
two fundamental economic driving forces : desire for 
gain and the fear of poverty. It is impossible to carry 
taxation of large incomes beyond a certain point 
without greatly reducing the incentive of private gain 
which leads men to risk their property in business 
and to save and invest for a future return. It is 
similarly impossible to carry beyond a certain point 
direct monetary payments (in the form of family 
allowances or other grants) to the poorer sections 
of the community without greatly reducing the in- 
centive to work to avoid poverty. 

Thus in. the present state of society in which the 
private ownership of property and freedom of enter- 
prise are the main economic motivating forces, in- 
equalities of income are inevitable and the discontent 
which results from them is inevitable too. Indeed, 
as we saw in the introduction, such discontent has 
social approval if it leads men to strive to increase 
their income. But if, as must be the case with the 
great majority of industrial workmen, their economic 
freedom is very limited and their prospects of im- 
proving their economic position very small, the dis- 
content is, so to speak, sterile. Inequalities of income, 
then, perform no social function. 
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The degree to which equalisation of incomes ran 
be carried is therefore limited by the existing eco- 
nomic organisation of society. It is nevertheless 
possible, within the existing framework, to reduce in- 
equalities considerably without damaging economic 
productiveness. The end which can be most im- 
mediately pursued is, therefore, that of creating a 
state of society in which the incomes of most men 
fall within a moderate range, and extremes of both 
wealth and poverty are avoided. 

The more ultimate question of how to reduce in- 
equalities further, or abolish them altogether, involves 
the whole question of how far there exist alternative 
means of equal efficiency to private enterprise foi 
controlling industry and allocating economic re- 
sources to their most profitable use. It also involves 
the problems of how far it is possible to inculcate, 
by education or other means, a different morality 
which will place service to others above personal 
gain, and how far the motivating force of such 
morality can equal in strength the motive of personal 
economic gain. These arc fundamental problems to 
be overcome in the search for industrial peace and 
social harmony. 

There remains to be discussed the problem of how 
the State may best intervene in disputes between the 
organised forces on both r’dcs of industry. To 
describe in detail the methods that have been tried 
would lead us far afield, but from experience there 
appear to be certain fundamental principles of State 
intervention. 

The first is that it is far better that the two sides 
should reach agreement themselves without any out- 
side help, than that they should become accustomed 
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to rely on the State to mediate or arbitrate between 
them or to enforce their agreements. The reason is 
that direct negotiation leads both sides to a better 
understanding of the views of the other and en- 
courages the growth of personal respect for each 
other. Moreover, agreements thus reached are more 
likely to be honoured and give rise to less friction in 
the observance than if they are decisions handed 
down by a court and enforced by law. 

Secondly, the State should only intervene when 
all efforts made privately to reach agreement have 
failed. Otherwise the disputants will tend to rely 
upon the State and will not endeavour to perfect and 
use their own means of reaching agreement. Where, 
however, there is a failure to reach agreement the 
State usually steps in and offers the services of a con- 
ciliator to assist in reaching a settlement or provides 
arbitration. The last resort of the State, if arbitration 
is refused, is to institute a public inquiry into the 
causes of the dispute. This often has the effect of 
moderating the attitude of both sides, who wish to 
appear reasonable in the light of public opinion, and 
thus a settlement becomes possible. 

Thirdly, it seems best that arbitration should only 
be used when both sides agree to accept a decision. 
Compulsory arbitration, i.e. a system by which a 
court gives a decision which is legally binding and 
in which strikes or lock-outs are illegal and subject 
to penalties, has been used fairly widely in time of 
war and permanently in some countries. But it has 
been found by experience that it does not prevent 
strikes. The State cannot prevent any action, by 
simply making it a crime, if a large body of citizens 
regard it as civil liberty and are determined not to 
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obey the law. Compulsory arbitration is only likely 
to be effective, either if the method has the general 
support of public opinion and of both sides, or if 
the workers’ organisations are too weak to strike suc- 
cessfully, and therefore welcome the protection of the 
State. In countries which have adopted the system 
permanently, both these reasons usually exist. But 
the consequence is that an adequate system of in- 
dustrial relations independent of State tutelage often 
fails to develop in these countries. Because the power 
of the State to settle disputes is largely limited by the 
good-will of both sides, it is therefore very important 
that all methods of settlement should be designed to 
encourage the growth of such good-will. 

In the non-cconomic spheres of industrial rela- 
tions the powers of the State to remedy the worker’s 
discontents are subject to the same limitations. The 
Stale can only direct men’s actions in relation to 
persons or things ; it cannot control their motives. 
Though it may erect a framework of laws which en- 
courage the development of good motives rather than 
bad, by giving an opportunity for the frce-play of 
the good, it has no power directly to intervene m 
human relationships between employer and em- 
ployed. Therefore on all questions of discipline, 
methods of managtx lent, methods of consultation 
and the like, the State can do little to compel men to 
follow a given way. In thest spheres the powers of 
the State must mainly be c"erciscd by education, 
persuasion and example. There are no automatic 
methods by which good relations between men can 
be produced. 
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The Contribution of the Trade Unions 

The methods which the State can employ to 
remedy the worker’s economic weakness and the 
limitations of State action in this direction have 
been dwelt upon at some length, because in the 
economic field the State is perhaps the most im- 
portant social agency. But, without the help of a 
strong trade union, the worker is still economically 
at a grave disadvantage in spite of the help he may 
receive from the State. He remains one individual 
amongst many, having to make whatever bargain he 
can with the employer under disadvantageous cir- 
cumstances. Though he may be protected by a 
minimum wage enforceable at law, by h Factories 
Act which lays down minimum standards for the 
physical conditions of work, and by other Acts in- 
tended to ensure his fair treatment, there are still 
innumerable ways in which an employer may take 
advantage of his weakness and which the State is 
powerless to prevent. 

When, however, the workers are organised in a 
trade union their disadvantages is greatly reduced. 
Broadly speaking, unions have two main ways in 
which they look after their members’ interests. On 
the one hand they seek to protect the individual 
from the worst consequences of having to put himself 
under the control of the employer. We have seen 
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how the management of a business controls in detail 
the life of the worker at the place of work; how 
few men have the ability to exercise control without 
causing friction and how the management heirarchy 
in a large enterprise may completely fail to appreci- 
ate the effect of orders on the people who have to 
carry them out. A union, however, can make its 
members’ views on the arrangements of their work 
felt by the employer. It can set limits to the execu- 
tive discretion of the employer and protect its mem- 
bers against unfairness or favouritism.* Moreover, 
a trade union gives the individual workman the 
support of an organisation able to make representa- 
tions on his behalf, which he himself could not do 
either for fear of dismissal or for lack of knowledge, 
and can safeguard his interests in many other ways. 

On the other hand a trade union can greatly 
reduce the economic disadvantages of the workers. 
When they are organised the disadvantage which 
springs from their numbers compared with the 
number of employers disappears and collective bar- 
gaining over wages can take the place of individual 
bargains. Further, collective bargaining enables 
the workers collectively to stipulate for many matters 
connected with their employment which the indi- 
vidual workman wou* i be unable to do. It enables 
a collective agreement over the main conditions of 
work, the hours of work, overtime, methods of wage 
payment, holidays and many other matters to take 
the place of an individual agreement. 

The economic disabilities of the wage earner and 
the inability of the State to give him complete 
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protection are the social justification for the develop- 
ment of strong trade unions. But this is a negative 
justification, that they prevent an evil. There is, 
however, good reason for believing that trade unions 
promote social well-being in a more positive way. 
In industry the forces of competition and the search for 
profits always tend to take the line of least resistance. 
If labour is unprotected by a union, the employers’ 
search for the means of reducing costs is likely to 
take the form of a reduction in wages rather than 
greater efficiency. Thus the desire for profit will 
tend to lead to the exploitation of the human factor 
in industry instead of leading to better organisation 
or the greater use of such non-human factors as 
capital. The constant pressure of trade unions to 
make labour dear is, in fact, one of the greatest forces 
contributing to the search for efficiency. There are 
many examples to show that advances in wages or 
other conditions of labour, at first thought to be im- 
possible for industry to bear, have been^ found to be 
easily borne as a result of reorganisation of methods 
or the introduction of new machinery. 

Unionism also has another important function. 
It is the only means by which the workers can ensure 
that the fruits of technical progress are passed on to 
them and that they will share in the prosperity of the 
industry in which they work. Here and there, in- 
dividual employers may be willing to give the 
workers guarantees of sharing in the proceeds of 
their joint activity through profit-sharing or similar 
schemes. Experience seems to show, however, that 
only a few firms can be expected to adopt such 
schemes. For the great majority of workers in 
industry, a well-organised union able to bargain on 
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equal terms with the organised employers is the only 
means which can? give any assurance of sharing in 
the gains of industry. This is equally true of industry 
under private enterprise or under varying forms of 
public control. From all these arguments we may 
conclude that in the economic sphere well-organised 
trade unions are essential for the fair treatment of 
labour. Without their existence it is impossible to 
maintain or to develop good industrial relations. 

Strong trade unions are therefore the funda- 
mental basis on which good industrial relations must 
be built. But no narrow view of the function of 
a union as a purely economic bargaining machine 
designed only to secure an equitable distribution of 
the proceeds of industry will suffice. It is a peculiarity 
of industrial organisation that, because it is a group 
activity, there are always two ways in which men, 
whether employers or employed, may work to im- 
prove their economic position. They ma\ cither 
concentrate their attention on securing the largest 
share they can of the proceeds of industry or they 
may co-operate with one another in a common 
endeavour to make the gains of industry as great as 
possible. In the former case, the gains of one group 
are necessarily the loss of the other ; in the latter, no 
one need lose at all. Both methods are constantly at 
work in industry ana it is seldom that either is 
pursued alone. Even when men struggle to enlarge 
their own share, they always uave some regard to 
the effects of their actions on tiie profits of industry. 
No less when they co-operate to increase the proceeds, 
they seldom abandon the aim of enlarging their own 
share. 

The conflict between employer aiid employed 
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over the division of the proceeds of industry has 
generally heavily outweighed co-dperation between 
them to enlarge the proceeds. The reasons are that 
the workers are hired at a wage fixed in advance 
and the employer takes whatever gains (or bears 
whatever losses) accrue from their joint activity. If 
any increase is taken by the employer, there is there- 
fore no incentive for the trade unions to seek means 
of increasing profits, for usually any share in it can 
only be wrung from the employer later by hard 
bargaining. Further, the status of the workers in 
industry is so low that they are seldom given any 
opportunity, either individually or through their 
union, of using their initiative to increase the gains 
of industry. Profits, moreover, are influenced by so 
many factors beyond the workman’s control that 
their uncertainty makes them a poor economic in- 
centive to men whose economic problem is largely 
insecurity. The result is that trade unions have 
always preferred a wage fixed in advance at the 
highest level obtainable by bargaining. 

In the earliest stages of development this is 
naturally a union’s first task. If unions are weak or 
non-existent, it is probable that the workers are being 
underpaid, and the most urgent need is to establish 
the right to organise and bargain to secure a fair share 
of the profits. But when unions have grown strong, 
unless they can find means of using their strength 
in more constructive ways than the purely com- 
petitive struggle over the proceeds, there is real 
danger that their strength will exacerbate rather than 
improve industrial relations. The worst cases of 
strained industrial relations arc often found where 
there is a very strong trade union, but where no 
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mechanism has been evolved to enable the union to 
co-operate in incfustry, and consequently it has no 
responsibility. As in other spheres, power without 
responsibility can have nothing but ill effects. 

There is perhaps a more important reason for 
believing that co-operation between the trade unions 
and the management of industry to enlarge the pro- 
ceeds of industry is essential to the development of 
good industrial relations. Industrial discontent arises 
as much from lack of satisfaction in work, from want 
of knowledge of the organisation, processes and 
methods of industry, from the low status occupied by 
the worker and from problems of communication 
and discipline, as from economic causes. The 
means by which these difficulties may be overcome 
lie chiefly in methods which will raise the status of 
the worker through enabling him to play a larger 
part in the management of industry. By giving the 
worker a better knowledge of industrial problems, 
by enabling him to play a positive part in their 
solution through consultation and by encouraging 
self-government as a substitute for enforced dis- 
cipline, a way may be found to raise the worker’s 
status and make him something more than a ‘paid 
hand’. These are things which could best be 
realised through co-o”eration between unions and 
management to enlarge tht proceeds of industry. To 
put the matter another way • the non-cconomic 
causes of discontent could be reduced by economic 
co-operation because this is the best way of raiding 
the status of the worker. 

Economic co-operation between unions and em- 
ployers raises many problems, the chief of which is 
perhaps the fundamental problem of how far unions 
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can and should take part in the management of 
industry and share in executive decisions. Or 
whether their function should be limited to the 
initiation of ideas and consultation on management 
policies. 

As the previous discussion has made clear, the 
primary function of a trade union is to remedy the 
worker’s economic disabilities and to give him pro- 
tection and security against the arbitrary actions of 
management. This function is so important that 
nothing should be allowed to stand in its way. It is 
equally important whatever the form of industrial 
control, whether private enterprise, nationalised in- 
dustry or any other form, for there is no system of 
control of industry which can remove the need for 
it. Always and everywhere unions must pursue 
their function of representing, negotiating and bar- 
gaining on behalf of their members. 

Management, on the other hand, has an essen- 
tially executive function, with which is combined the 
function of the ownership of the property used in 
industry or of representing the owners. This is 
again true of every form of industry, irrespective of 
the ultimate owners of the capital employed. The 
executive function in industry consists of taking 
decisions what to produce, by what means, in what 
quantity and at what cost. Because decisions on 
these matters involve forecasts of economic trends 
beyond the control of management, they all involve 
risks of economic loss which can only be undertaken 
by those whose property is at stake. The unions, for 
instance, could not take part in making a decision 
which might involve the owners of' property in a 
loss. Ultimately only the owners can decide whether 
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or not to risk their property. Further, executive 
decisions in indultry may sometimes involve steps 
that will both increase the proceeds of industry and 
at the same time diminish the share of the workers. 
Where this happens, the union which was party to 
the decision would find itself in a conflict of interest. 
On the one hand, it might wish to support a decision, 
for example the introduction of new machinery, 
which would increase the proceeds, whilst on the 
other hand it might wish to oppose the decision on 
the grounds that its members might be thrown out of 
work. As a trade-union leader once said in regard to 
the proposal that the union should have seats on the 
board of directors of a nationalised industry: ‘We 
cannot go and meet ourselves, refuse ourselves and 
then tell ourselves that we have no case’.* Thus it 
is clear that for both these reasons the unions 
cannot take part in the executive functions of ’man- 
agement whether of private firms or of nationalised 
industry. 

Co-operation between unions and management, 
so far as the unions are concerned, must therefore be 
directed to consultation with the management in 
order to develop the application of management 
policies. This docs not mean that the unions must 
necessarily play the part of junior partner in industry, 
always leaving the initiative to the employer. There 
is no reason why the unions should not put forward 
suggestions and work out new j Dlicics, and the scope 
for initiative in these directions is as wide as industry 
itself. 

We can now turn to examine the fundamental 
conditions necessary to enable co-operation to take 
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place between the unions and employers at industry 
level. There is no straight road to the solution of 
the problem of the division of the proceeds of 
indxistry which will automatically bring about co- 
operation, There are, however, several essentials for 
a satisfactory agreement on wages without which the 
struggle to secure the largest share of the proceeds 
will always tend to take precedence over co-operation 
to increase them. 

The first essential is that an agreement should be 
reached on the principles on which the proceeds of 
industry should be divided. In other words, a basis 
for the determination of wages, not the wage itself, 
must be agreed upon. In the absence of an agreed 
basis for the variation of wages, wage bargaining 
becomes a mere trial of strength. Every time wages 
are varied, both sides have to approach the problem 
anew and all the old arguments have to be gone over 
afresh — a process that inflames tempers and does 
not contribute to industrial peace. As soon, how- 
ever, as there is an agreed basis for the defermination 
of wages, the struggle does not have to be renewed 
every time a change in economic conditions neces- 
sitates a change in wages. 

An arrangement of this nature has a twofold 
advantage. It prevents a constant struggle over the 
division of the proceeds and enables better relations 
to grow up, thus laying the ground for constructive 
co-operation. At the same time an agreed bzisis on 
how the proceeds of joint endeavour shall be shared 
is a prerequisite for full economic co-operation to 
increase them. For unless there is some agreement 
which will ensure that increased profits are auto- 
matically shared in the form of increased wages, co- 
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operation from the worker’s point of view will have 
no economic incentive behind it. 

There are a number of possible alternative 
methods by which wages may be varied on a pre- 
arranged basis. The best, because it offers a basis 
for full economic co-operation, is one which varies 
wages on a sliding scale according to the profits made 
by a selection of representative firms. These may 
be ascertained either by joint auditors appointed by 
both sides or by reference to official statistics of the 
industry. A moderately satisfactory alternative 
where profits arc closely related to the price of 
the product and the price is not subject to sudden 
fluctuations is a sliding scale of wages based on the 
price of the product. As, however, this method does 
not offer a share of the proceeds derived from a 
reduction of costs, it is less satisfactory though easier 
to operate than a basis involving the determination 
of profits. A third alternative is a sliding scale of 
wages based on the productivity of labour as deter- 
mined by some agreed method. The difficulty in 
this, however, is that productivity may vary in a 
different direction from profits, falling when profits 
are rising and vice versa. Again, in periods of 
rapidly changing prices some method which auto- 
matically adjusts wages according to the cost of 
living may be essent *1 to industrial peace, for with- 
out it real wages will be altering and disputes over 
this issue constantly taking place. However, this 
method has other economi*' disadvantages men- 
tioned below, particularly in connection with the 
problem of inflation.* 

The means adopted to regulate wages must 
< Seepp. ii 8 -i 30 . 
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necessarily vary according to the circumstances of 
the industry. But whatever method may be found 
best, any method which establishes an agreed basis 
for fixing wages is infinitely superior to one that 
leaves the question open to a trial of strength every 
time wages have to be varied. From time to time, 
doubtless, the basis on which wages are fixed will 
itself become the subject of dispute, but, once settled, 
it is likely to give a period of freedom from dis- 
pute and therefore of opportunity for economic 
co-operation. 

The basis on which the proceeds of industry are 
to be divided can only be established on a foundation 
of fact, that is, of costs, prices and profits. This is 
the second essential for the development of economic 
co-operation. It is useless to expect full co-operation 
between employers and trade unions on any basis 
that does not make public to all parties in industry 
the financial results of their common endeavour. So 
long as the workers are left in ignorance of the 
financial result of industry and their requests for an 
increase in wages are met, as they always are in 
practice, by the statement that profits are not 
sufficient, the Workers naturally assume that the 
employers are concealing their profits in order to 
avoid sharing them. Co-operation on such a basis 
is impossible. Ignorance amongst the workers of 
the results of industry makes it impossible for wages 
to be settled in the light of dispassionate consideration 
of facts and compels a resort to a trial of strength. 
Every industry should therefore aim to secure a 
periodic statement of costs, pi ices, sales and profits 
in an agreed form which may serve as a basis for 
negotiation. It is difficult to overestimate the value 
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of an objective statement of this kind for the develop- 
ment of good iiitiustrial relations. There are many 
occasions in which a dispute is resolved because it 
is found to have no foundations when put to the test 
of the facts. 

The third essential is regular organisation. In 
order to develop co-operation there must be means 
whereby employers and unions can meet regularly 
to consult and concert policies at a national or 
regional level. Co-operation will not grow if the 
only meeting-ground between the organisations is a 
disputes committee or a conference for negotiating a 
new agreement, and the only issues for discussion 
those in dispute. Permanent organisation and 
regularity of m''ctings are necessary to give the op- 
portunity for developing both a regular exchange of 
views and subsidiary machinery for pursuing joint 
interests Some form of National Council for each 
industry composed of representatives of both sides, 
and having as its function both joint consultation 
and the settlement of disputes, would appear to be 
essential to the systematic development of good 
industrial relations. 

Once these essentials have been achieved, the 
foundations have been laid on which co-operation 
to increase the proceeds of industry can be built. 
Moreover, there are many subsidiary issues besides 
this central issue on which the interests of employers 
and workers, if they are not dentical, are so nearly 
so as to offer a wide field for co-operation. These 
secondary common interests, as they have been 
termed, have generally been neglected because they 
have been overshadowed by conflicts over the pro- 
ceeds. But the growth of the practice of co-operation 
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over secondary common interests is the way in which 
co-operation over the central issue cin be developed.* 

Some of the subsidiary issues on which both sides 
in industry have a common interest can be briefly 
indicated. Both employers and workers have a 
common interest in making employment as regular 
as possible. To the worker, regularity of employ- 
ment means security. To the employer it means the 
elimination of risks, the opportunity to plan produc- 
tion ahead, the reduction of surplus overhead costs 
and the elimination of waste of materials and labour. 
Moreover, regularity of employment is the first step 
to securing good industrial relations, for unless 
the workers are permanently attached to the firm 
there is no possibility of building mutual confidence 
or of giving the workers a more active part in the 
management. 

The problem of discipline is also one in which 
both sides have a common interest. Every itieasure 
that will give the workers greater freedom whilst not 
impairing the efficiency of their work is of enormous 
benefit to both skies. The employer has a difficult 
task made easier, the workers have irritating restric- 
tions removed, and both sides benefit from having 
a fruitful cause of friction reduced. 

In many other matters there is a substantial com- 
munity of interest. Thus, technical education is a 
sphere in which both sides have many interests in 
common, particularly in seeing that the highest 
possible standards of training are observed. The 
elimination of accidents is another such subject, for 

* ‘The development of community involves the gradual trans- 
formation of conflicting and parallel like interests into concordant 
like interests through the establishment of secondary common 
interests.* — Maciver, R. M., Cfmmunity^ ist Ed., pp. 327-328. 
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they cause loss to both sides. Again, any methods 
which make wojk easier or more pleasant usually 
result in some increase in output from the worker. 
Xhcrefore, up to the point set by the cost of the 
measures and the increase in output derived from 
them, both sides stand to gain by co-operation to 
introduce them. This by no means exhausts the list 
of subjects which offer ground for co-operation in 
the pursuit of common interests. It is sufficient, 
however, to indicate the wide field which exists. 
Discussion of these matters can gradually build up 
the practice of co-operation by bringing about meet- 
ings at which there is no subject for dispute, and by 
enabling officials to get to know each other personally 
and thus encouraging good personal relations. These 
secondary common interests thus establish a basis on 
which further co-operation can be built. 

As soon as the habit of co-operation has g’-own up 
and both sides have found direct advantage in par- 
ticipating in discussions with each other, the further 
step of extending discussions tc questions of efficiency 
naturally follows. Indeed, many of the subjects 
enumerated above have such a close bearing on 
efficiency that discussion of them will easily branch 
off into direct discussion of efficiency. 

Efficiency offers a very wide held for co-operation. 
Under this heading fall questions connected with the 
design and invention of new machines and tools, 
the development of new methods and processes and 
their application to industry, the organisation of co- 
operative research into methods and materials with 
a view to improving the quality or variety of pro- 
ducts, the study of methods of standardisation and 
the application of work study. All these may form 
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the subjects of discussion and agreement between 
organised bodies of workers and# employers at a 
national level. But they must ultimately find their 
application in the factory, and it is here that pre- 
liminary national agreements between the organisa- 
tions have their advantage. For instance, the 
application of work study will be greatly facilitated 
if both sides in the factory know that it has received 
the approval of their respective national organisa- 
tions and that safeguards have been agreed in regard 
to earnings and an agreement reached on the dis- 
tribution of the proceeds of greater efficiency. 

The main difficulty on the trade union side is 
that its officials, primarily elected for their leader- 
ship and bargaining capacity, are not likely to be 
able to speak on equal terms with the employers 
where technical matters are concerned. But if 
union policy is to develop in the direction suggested, 
technical knowledge is going to become essential to 
union leadership, both nationally and within the 
factory. The remedy is that the unions should 
employ technical advisers who can speak from a 
footing of equal authority on technical problems 
with the employers’ experts. Their services are as 
much needed in national discussions to work out 
policies as in the factory where they can give work- 
men the assurance that technical changes shall not 
be used to their disadvantage. 

There is one major problem of trade union policy 
which has been passed over in the previous dis- 
cussion. It has been pointed out that full employ- 
ment is necessary to the development of good 
industrial relations, but it may so strengthen the 
worker’s bargaining power that the trade unions are 
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enabled to steadily push up wages. No immediate 
increase in the output of goods is, however, possible 
in an economy in which all labour resources are 
already fully employed, and the consequence of 
steadily rising wage levels in the absence of increased 
production can only be inflation. Every rise in 
prices as a result of an increase in wages will generate 
new demands for increased wages to maintain the 
workers’ standard of living. Each wage increase 
restores the living standard of the group that obtains 
it, but when all groups have secured an increase, the 
result will be that prices will have risen too, and 
nobody will be any better off. 

The economic consequences of inflation arc 
beyond the scope of this discussion, but their direct 
bearing on industrial relations should be pointed out. 
If inflation goes on too fast it is likely to have a dis- 
rupting effect on all foims of social organisation, 
including industry, which depend on money as a 
standard of value. Not only will production be 
likely to suffer, but, in a country dependent on export 
trade, inflation may result in inability to sell goods 
abroad at competitive prices. Moreover, the con- 
stant need to adjust wages to rising prices is likely to 
result in much indu'?*ria! friction between workers 
and employers. And any steps by employers or by 
the State to stop inflation, whether by restricting 
wage increases or by other means, are likely to be 
taken by the trade unions as an attack upon them, 
and even to have political repercussions which will 
prejudice the growth of good industrial relations. 

The community as a whole, therefore, has an 
interest in seeing that the economic consequences of 
agreements to raise wages are iiot inflationary, and 
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the State has the duty to intervene to control their 
effects. But this is often not understood. Where 
the two sides are in conflict and industry is dis- 
rupted to the hurt of people not involved in the 
dispute everyone recognises the duty of the State 
to take steps to reduce the conflict. Wage inflation 
is, however, a much more subtle disruption of society 
and is, therefore, often not recognised for what it is. 
This is partly because cause and effect are not 
obviously related, a wage increase for ‘us’ having 
no appreciable effect on the level of prices, and 
partly because the evil effects on society arise not 
from a disagreement between the two sides, but from 
an agreement between them to raise wages. 

The remedy for inflation must lie chiefly in the 
hands of the State which must ultimately be respon- 
sible for maintaining full employment. But without 
the aid of the unions, the difficulties of simultane- 
ously controlling inflation and of maintaining full 
employment are greatly increased. Failure of the 
unions to co-operate in maintaining stable prices 
might therefore be the signal for the State to impose 
a legal stabilisation of wages. This might well be 
disastrous for the growth of voluntary collective 
bargaining and retard the development of industrial 
relations. The problem of the control of wage infla- 
tion is, therefore, one of the greatest problems the 
unions have to face. Because no one union can 
effectively take any steps against it, it will re- 
quire concerted action. However, concerted action 
amongst the unions on a wide field of general 
economic policy implies a high degree of organisa- 
tion and economic statesmanship which lies far be- 
yond the normal scope and function of trade unions. 
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CHAPTER XU 


The Contribution ofth Employer 

So much has been written recently about methods 
of management that there is no need to elaborate on 
them here. An analytical view of the fundamental 
aims of management policy and some of its main 
instruments will, however, help to make clear the 
nature of the contribution the employer can make to 
industrial peace. 

The function of management in any business is 
twofold. It is, firstly, to take economic decisions on 
what to produce and in what quantities, with the 
aim of maximising the profits of the business. And, 
secondly, to administei the economic resources of the 
firm with the purpose of carrying out these decisions. 
The latter process is primarily concerned with the 
question of how the decisions can be carried into 
effect with the least cost. There are always a 
number of possible ways of producing any com- 
modity. Men, machines and materials can be used 
in a wide variety of ways to achieve a given end, 
and the manager’s task is always to try to find the 
combination of these factors of production which will 
produce most cfiiciently, that is, at the least cost per 
unit. The pursuit of efficiency is always motivated 
by the positive reward of increased profit on the one 
hand and often by the fear of compedtion on the 
other. 
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The First Principles of Industrial Relations 

The single-minded pursuit of efficiency, highly 
desirable from a social point of view as the only 
means of ensuring the best economic use of re- 
sources, may, however, lead to short-sighted policies 
in regard to labour. Profits may be increased in the 
short run by means which drive labour to work 
faster or for a lower reward, whilst competition with 
other employers may be carried on by a mutually 
destructive cutting down of wages, the final effect of 
which is only the impoverishment of labour. But 
these are all policies which can be bought only at 
the cost of inefficient, because impoverished, labour 
and of embittered industrial relations. Elhciency in 
the long run cannot be achieved by any means 
which relics on the exploitation of labour; for happy, 
satisfied, willing labour is always more efficient than 
exploited labour. 

That this seemingly obvious lesson should not 
have been learnt and applied everywhere in*busincss 
is perhaps at first sight surprising. I'hc reason is, 
however, that competition at the expense of labour 
may to some extent be forced upon employers. In 
any case, the achievement of securing a truly cflicient 
labour force is always a most difficult task requiring 
knowledge and understanding of human beings and 
tact in personal dealings not otherwise called for in 
a business man. It alsc requires a continuing and 
persistent endeavour which can never be relaxed. 
It is therefore fatally easy to forget the lesson of ex- 
perience under the pressure of the immediate needs 
of business. 

For these reasons safeguards are needed. A 
minimum wage applicable to all firms in the industry, 
whether established by law or by agreement with a 
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trade union, will safeguard the employers against the 
pressure of competition from low-paid labour else- 
where. However, this will do little or nothing to 
bring about a proper policy towards labour inside 
the firm. In this, as in most other matters within the 
firm, the initiative in developing good relations must 
come from the employer. Most firms, beyond the 
smallest, now employ a personnel or labour manager, 
and in the larger firms it is becoming the practice 
for one of the directors to specialise in the adminis- 
trative problems relating to labour. The primary 
responsibility of such officers is, firstly, the well-being 
and efficiency of the labour force, and, secondly, to 
see that in the search for reduced costs the manage- 
ment does not unwittingly take steps which sacrifice 
the well-being of labour to immediate commercial 
gain. Modern management policy, therefore, no 
longer regards the management of labour as a matter 
of secondary importance to be handled by an 
employer already burdened with the many diverse 
problems of business management. It aims at sub- 
stituting for him a specialist trained in methods ol 
managing labour whose function is to advise and 
guide the employer on all matters relating to labour, 
so that the search for ■'fficiency is not made at thf* 
expense of labour. 

The fundamentals of employment policy may now 
be briefly stated, the implications of them for practice 
being examined a little more fully below. The 
fundamentals arc, firstly and by far the most im- 
portant, consideration and respect for the human 
beings involved. This requires appreci.^tion of their 
individuality, of their differences in capacity and in 
needs, and an understanding ol he worker’s position 
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and of his difficulties and fears. Where these atti> 
tudes are not present or only lip service is paid to 
them, no employment policy will be successful. On 
the other hand, where they really prevail they will 
find innumerable applications in the working out of 
details of personnel policy. 

Secondly, the employer’s aim should be to achieve 
full economic co-operation through the development 
of common interests. This is the way in which the 
general problem of how to improve the workers’ 
status can be met. Every measure which succeeds 
in bringing about active co-operation between em- 
ployer and worker in pursuit of their common 
interests makes the worker more truly a partner. At 
the same time, in so far as this policy succeeds, it will 
reduce the need for arbitrarily imposed discipline, 
because it will bring about self-discipline in pursuit 
of a common aim. 

Lastly, it seems that some means must bfe found 
by which the workers can share in the economic 
prosperity of the firm. It is doubtful whether full eco- 
nomic co-operation is possible without some system 
whereby the workers are assured that, if the common 
endeavour is successful, they will by some means share 
in the results without having to bargain about it. 

It will be noticed that the second and third of 
these fundamentals are the same in principle as 
those already discussed in connection with the re- 
lationship between trade unions and employers in 
their organised capacity outside the factory. But 
within the factory there is the complication of 
personal relations between employer and employed. 
Therefore these purposes have to be worked out in 
a different setting in which the general principle of 
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respect for human personality must be paramount. 
We may now baiefly indicate the methods by which 
these purposes may be implemented. 

The first aim will mainly show itself through the 
work of the Personnel Manager or whoever is re- 
sponsible to the employer for the day-to-day organisa- 
tion of labour. In this work the personnel manager 
should take responsibility for all aspeets of the 
business which affect labour, subject only to the over- 
riding authority of the managing director. The 
peKonnel manager’s work will be found to be more 
effective the wider is its scope, and he should, there- 
fore, be responsible for the recruitment, selection and 
training of labour, for conditions of work and welfare 
facilities, for wages and methods of remuneration, for 
the safety and health of the workers, for the t^imina- 
tion of grievances and generally for maintaining the 
relationship between the woi'ker and the firm on a 
satisfactory basis. The larger the firm the more im- 
portant becomes the work of the personnel manager, 
because in a large firm relations between the manage- 
ment and the workers tend to become impersonal 
and the personnel manager can maintain the personal 
contact between the management and the workers 
which might otherv. -c be lost. This aspect of his 
work is of great importance, because he serves as 
a channel of communication between the manage- 
ment and the workers. He v'lll frequently be called 
on to explain management views and policies to 
the workers and to explain the workers’ views and 
feelings to the management, thus making both more 
aware of the point of view of the other. 

The aims of personnel policy may now be de- 
scribed in a little more detail. One of the principal 
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purposes must be to build up a permanent staff of 
workers. Unless the management can ensure a 
high degree of permanency amongst its staff, all 
efforts to establish good personal relations and 
economic co-operation are bound to fail. These 
are not things which can be achieved in a short 
span of time, and if the rate of labour turnover is 
high there will be no possibility of ever attaining 
them. A stable labour force is a prerequisite of good 
relationships. 

Stable employment requires two things : that men 
should be satisfied with their work so that they will 
not want to leave it to move elsewhere, and that the 
economic demand for their labour should not change 
so suddenly that their services are no longer required 
by the firm. Personnel management very largely 
consists of measures designed to achieve the former 
by ensuring that the infinite variety of human 
qualities is properly matched to the requirenfents of 
the very large range of different sorts of work in the 
factory. It tries to ensure that each worker is em- 
ployed in a job giving scope for his abilities and 
suited to his temperament. Moreover, it is not only 
the requirements of the work itself which matter, 
but also its social environment. It is just as impor- 
tant that a man should be employed in a job where 
he gets on well with the Other workmen with whom 
he has contact, and under a foreman in whom he has 
confidence. To achieve all this may in practice be 
very difficult, but it must be the aim of personnel 
policy, and a good deal can, in fact, be done to- 
wards it. 

The careful selection and recruitment of workers 
aided by aptitude tests will ensure that the right 
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type of workers for the job will be selected. System- 
atic training wilA both help workers to do their jobs 
well and will reveal more about their abilities. 
Willingness to transfer workers from one job to 
another, or from one group of workers to another, 
will help to overcome personal likes and dislikes and 
will aid in the elimination of misfits. Attention to 
complaints and grievances is part of the same work 
of adjustment. Many will be due to misappre- 
hension and these can be dealt with by explanation. 
But where investigation show'- a ground for com- 
plaint, only prompt action to remedy it will remove 
friction and give assurance to the worker of the good 
intentions of the management. 

Other aspects of the same policy of adjusting jobs 
to men and men to jobs are systematic attention to 
wages and the promotion of staff. Wages require 
constant attention if in the face of changing cir- 
cumstances, adjustment is to be maintained between 
the wage and the icsponsibility, experience, skill and 
training required for the job. Moreover, unless this 
is done, promotion will not bring with it, as it should 
do, an orderly progress up the wages scale. Promo- 
tion itself is both a powerful incentive because it 
brings with it more aried interests and responsi- 
bilities and gives a better status, and because it is a 
means of adjustment of men to jobs according to 
their abilities. 

The ultimate sanction of dismissal is something 
to which management should never resort except in 
cases of gross misconduct. In other cases it is an 
admission that the firm has failed to select the right 
man or failed to make the necessary adjustments. 
Once a worker is engaged he 'irould be entitled to 
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the assurance he so badly needs that, if he does his 
work to the best of his ability, his joi) is secure so far 
as it is possible to make it so. 

These are some of the main policies that may be 
pursued in an effort to build up a satisfied and stable 
labour force. But if economic changes in demand 
for the products of a firm are sudden, they may 
defeat the best personnel policies by making it no 
longer possible to keep labour at work. Measures 
designed by the State to maintain full employment 
will not prevent fluctuations in the demand for a 
particular product. But the individual firm is not 
helpless, for it can, by diversifying its products, 
guard against the failure in the demand for any one 
and can modify seasonal fluctuations by arranging 
to manufacture a different product in the off season, 
and thus keep together its labour force. In addition, 
it should be possible in many cases to give the 
workers a greater degree of security than thC usual 
very short notice of termination of employment. 
Many firms now employ a proportion, say 20 or 25 
per cent, of their ^vorkers on the basis of six months’ 
notice. They thus become the permanent ‘staff’ 
who will not be dismissed unless the firm closes down 
altogether. This enables the firm to give security to 
a group of well-tried men with long service. Becom- 
ing a member of ‘staff’ can also become part of the 
normal routine of promotion for satisfactory workers. 

The importance of good personnel management 
as part of the contribution of the employer to in- 
dustrial peace cannot be overrated. To carry it 
out effectively, however, requires more than good- 
will, and the importance of training in methods of 
the management of labour are being increasingly 
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recognised. Since ability to handle men depends 
largely on innateaqualities of character, an untrained 
personnel manager may be better than none. How- 
ever, training can very greatly increase the ability 
to manage labour, because it can give knowledge of 
the many methods that can be employed. It can 
also help towards understanding the viewpoint of 
the worker and why and how his grievances arise, and 
in this way contribute to increase the effectiveness of 
management policies. 

The training of foremen in the management of 
labour has an importance only lcs.s than that of the 
training of personnel managers. As has been pointed 
out, the foreman is the immediate point of contact 
between the worker and the management and is the 
channel through which the worker receives orders, 
obtains information and must first voice his dis- 
contents. The importance attaching to the general 
character of the foremen, their capacity for sym- 
pathetic understanding of the men under them, their 
ability to inspire respect and to obtain co-operation 
can, therefore, easily be seen. Training can, for the 
same reasons as in the case of personnel managers, 
greatly increase their effectiveness and help them to 
co-operate in carrying ut personnel policies. 

These methods of management can do much to 
mitigate the evils of industrial wnrk, to bring security 
and contentment to the worker , and to make them 
feel that the firm cares about them as individuals, but 
they cannot by themselves create a spontaneous 
interest in work. If the worker has no interest in his 
v^ork he will merely be interested in ihe wage he 
gets out of it, and inefficiency, v^aste and unrest will 
continue. No enterprise can poss* bJy be efficient that 
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fails to enlist the interest of the workers and to secure 
their spontaneous and voluntary* co-operation in 
pursuit of something they believe to be worth doing. 

The difficulty which faces all attempts to match 
jobs to the abilities of men and to bring contentment 
and interest in work is that the division of labour 
has so fragmented many jobs that nothing can make 
them inherently interesting. They will remziin dull, 
uninteresting, boring jobs which cannot engage the 
interests of most human beings. Some individuals 
may be suited to their tasks, but for the majority 
there may be little or no possibility of finding jobs 
closely enough suited to their abilities and tempera- 
ment to give them moderate satisfaction with their 
work. In industries where this is true the technical 
advantages of the division of labour may well be 
outweighed by the discontent, and hence inefficiency, 
caused by the work itself. 

The direction in which a remedy may be sought 
lies in attempting to enlarge the scope of each frag- 
mented job, by training the worker to do several 
jobs hitherto done by separate individuals. l'\)r 
instance, a worker on a metal cutting machine 
might be trained to set the machine, to sharpen his 
own tools and to test, with suitable apparatus, the 
accuracy of his own work. Again, instead of doing 
one small operation on a part, the worker may be 
trained to do several different operations which 
enable him to finish the making of a complete part. 
These methods are sometimes known as ‘job enlarge- 
ment’. Another method is ‘job rotation’ whereby 
a group of workers all learn each others’ tasks and 
change round from one to another from lime to 
time, the allocation of jobs being generally left to 
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the decision of the group. Where these methods 
can be applied •they have often been found to 
increase efficiency and reduce discontent, but there 
are wide areas of industry where the technical 
methods of production may make it impossible to 
apply them. Their virtue lies in the increased free- 
dom given to the workers to vary their work and to 
take responsibility for it, and in the greater range of 
jobs which enables more use to be made of the 
varied abilities of men. 

We may now turn to the second fundamental 
principle of employment policy mentioned above, 
namely, the development within the firm of the 
common interests of the workers and employers. It 
has already been pointed out that every measure 
which succeeds in bringing about co-operation 
between employers and workers in pursuit of their 
common interests will reduce the nef'd for discipline 
enforceil by the employer. Sclf-discipline will be 
substituted for it by each individual whose co- 
operation is enlisted. If some individuals are unco- 
operative they will feel the pressure of the public 
opinion of their own working group and will be more 
likely to accept the aims of their workmates than to 
be driven by the foreman. Whenever the aims of an 
informal group of workers can be brought into line 
with that of the empk j cr by the development of a 
common purpose, the need for enforced discipline 
will tend to disappear. To cnl’ t the support of each 
informal group, thus bringing about co-operation 
with the workers, is therefore an important task for 
the management. 

Further, in so far as common aims can be de- 
veloped, it becomes possible to delegate authority 
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and to ask an increasing number of individuals to 
accept responsibility for a small pzfit of the organisa- 
tion. By this means, the achievement of a measure 
of self-government, the status of the workers can 
be improved. Again, in so far as common interests 
can be developed and responsibility delegated, the 
worker will be able to enjoy an increasing number 
of interests in the organisation of his work. These 
will serve to offset the want of satisfaction in their 
work which many workers Icel so acutely. Part of 
the key to the problem of discipline and a partial 
remedy for the low status of the worker, and for his 
lack of satisfaction in his work, may therefore be 
found through the development of common in- 
terests. 

The mechanism for joint discussion on matters of 
common interest is a Works Couneil. These bodies 
go by varied names and take different forms in 
different countries. Sometimes they combine bar- 
gaining functions with the discussion of ^common 
aims, and sometimes they are the main vehicle for 
trade-union activity within the firm. For the purpose 
of discussing common interests, however, it seems 
best that a wotks council should confine itself to 
matters of consultation and should not be used for 
bargaining. In this respect it differs from councils 
at a regional or national level, which must necessarily 
consist of representatives of organisations and on 
which therefore bargaining is unavoidable. Though 
consultation and bargaining cannot in practice be 
kept completely distinct, yet there is a very real 
difference. Consultation implies that there is already 
agreement on the desirability of an objective and 
that consultation takes place on the best method of 
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attaining it, but bargaining implies no common aim. 
It has often beem found, therefore, that it is best to 
exclude from discussion on a works council all 
matters of potential dispute and particularly those 
over which a trade union conducts collective bargain- 
ing. These can be dealt with in other ways, by 
negotiation with the trade union concerned. 

There is, however, a danger to which attention 
must be drawn. Any attempt to establish com- 
pulsory works councils or to give them statutory 
powers, as has been attempted in some countries, is 
likely to defeat its own ends. Men can be com- 
pelled by law to meet at stated intervals, but they 
cannot be compelled to agree. And if one side is 
unwilling, the attempt to compel may result in em- 
bittered relations. The free growth of consultation, 
though perhaps slower, seems likely to be more suc- 
cessful in the long run. 

A works council is a joint body consisting of 
persons drawn from all ranks of the staff of the firm. 
Whilst it is appropriate that members should be 
appointed from the management on the basis of 
their technical and executive qualifications, the repre- 
sentatives of the manual workers arc best elected. 
If representatives of the workers are appointed either 
by the management or by a trade union, fears will 
be aroused that they h .ve been appointed to repre- 
sent a particular point of view. They should there- 
fore be freely elected in their c pacity as individuals 
to represent the worker on the ' hop floor 

It seems desirable that works councils should 
have a formal constitution and a method of pro- 
cedure, and also a recognised function and status 
within the organisation of the firm. But because a 
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works council is essentially a consultative organisa- 
tion it can only exist and work by ftgreement, by the 
voluntary good-will of both employers and workers. 
This means that there is no means of forcing a 
decision on an issue on which there is no agreement, 
and the subject must be dropped from the discussion. 

The wide scope of possible subjects with \^diich a 
body of this kind might deal has already been in- 
dicated in discussing the function of trade unions. 
Discussions at a regional or national level between 
organised bodies of employers and workers must 
necessarily be at once more general and more 
restricted, because they can only cover matters which 
are common ground to a number of firms. But 
when these things arc discussed at the factory level 
they must necessarily be discussed in far more detail 
so that they have direct application and can take 
account of matters peculiar to the firm. The subject- 
matter for discussion falls into four maii^ groups. 
Firstly, complaints, grievances and matters of dis- 
cipline ; secondly, questions involving the welfare of 
the personnel, their health, comfort and safety ; 
thirdly, matters concerning efficiency in production, 
the best use of men, materials and machines ; lastly, 
commercial and financial problems, the purchase of 
materials, the sales of the product and the finance 
of the business. The distinction between these 
groups is often hard to draw and in practice they 
shade into one another. Analytically, however, 
they distinguish the settlement of minor differences 
from the more advanced development of joint dis- 
cussion of common interests arising from the organisa- 
tion of men and materials. Moreover, they seem to 
represent three stages in the development of works 
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councils. The discussion of grievances and com- 
plaints is the easiest topic, whilst the discussion of the 
organisation of the human factor requires a greater 
amount of co-operation, and at the most advanced 
stage a high degree of co-operation and mutual trust 
is required for consideration of the material and 
financial sides of the business. 

In a large works much of the business of the 
council may conveniently be carried on through sub- 
committees on which might sit persons other than 
those on the council. These committees scr\'c the 
purpose of depaitmenlalising the work of thi- council 
and the very important aim of dravnng into consulta- 
tion with the management a wider circle of people 
than would otherwise be possible. In all the work 
of the council the principle followed .should be that 
of delegating to the workers, as far as possible, a 
share in the control of all matters affecting labour. 
Thus, safety work, welfare facilities, the canteen, 
works rules and discipline, sports and entertainments 
are all matters which aie suitable for control by the 
workers themselves or in which they can play a large 
part with some assistance from the management. By 
these and similar means many persons may be drawm 
into the work of da> -to-day administration, thus 
spreading responsibility and interest to many in- 
dividuals. In this way a considerable degree of sclf- 
gosernment may be achieved. 

I’he success of measures aimed at bringing about 
co-operation on common interests will depend partly 
on how far everyone on the stall' has knowledge 
and understanding of the needs of the business. 
Full co-operation is clearly impossible unless every- 
one co-operating knows the puxp ‘=0, the means and 
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the results of the joint endeavour. Information 
should therefore be made availablf on all aspects of 
the business to everyone who is interested, and the 
wider the information and the greater the willingness 
to discuss it, the more effective will co-operation 
become. Information should therefore be available 
on the financial aspects of the business, its capital, 
shareholders, profits and reserves ; on the efficiency 
and relative merits of diffeient types of processes, 
machines and equipment ; on the sources and 
supply of raw materials and power and the cost of 
them ; on output, sales and prices realised ; on the 
selling organisation of the firm; on methods of 
packaging, transport and distribution; on the in- 
ternal organisation of the firm and on all matters 
concerning labour policy. 

Though this information may be available, it does 
not follow that it will be communicated to, or under- 
stood by, the staff unless deliberate efforts are made 
to do so. Unless the results of discussions on the 
works council are made widely known and the 
reasons for them explained, the work of the council 
is likely to remain remote from the workman at the 
bench. Some of the methods that may be employed 
to overcome this difficult problem are notices and 
minutes of council decisions, meetings at which 
representatives report verbally on their work, and 
periodical meetings addressed by the managing 
director at which he surveys all aspects of the 
business and its problems. 

These methods are, however, still likely to over- 
look the interest of the workman in the immediate 
problems of his department and its work, and the 
effect of changes in policy on it. The foreman is 
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probably the best person to communicate these 
matters to the workmen under him. The method 
of holding regular meetings for discussion of depait* 
mental matters between foreman, works council 
representative and workers can help to interpret 
remote and difficult problems of business into their 
immediate meaning for the worker. 

If ignorance is to be overcome, a large part of 
the task of management is, in fact, the education of 
the workers. The most lasting contribution which 
the employer can make to social welfare and to 
industrial peace is through the education of the 
workers he employs in methods and problems of in- 
dustrial management. The solution of the problem 
of industrial discontent lies in the final analysis in 
increasing the extent of democracy in industry, ^and, 
without education, real democracy in industry is no 
more possible than it is in society. 

There remains to be discussed the third principle 
of employment policy, that of how the proceeds of 
the business should be shared with the workers. 
Before turning to examine this, it should be noticed 
that the first two principles we have discussed apply 
to all forms of business irrespective of whether they 
are controlled by private enterprise or in varying 
ways by the State. They are the fundamental prin- 
ciples of good management irrespective of the form 
of economic control. When w, turn to the third 
principle, however, this is not so. The 4uestion of 
sharing the proceeds of industry will only arise where 
the firm is free to dispose of its proceeds in whatever 
manner it decides, and under State control this 
power may be severely limited. The third principle is 
therefore mainly applicable to industrial enterprises 
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under private ownership, and is therefore of less 
fundamental importance than the rthers. 

The problem of how the proceeds of a business 
should be shared with the workers is one which has 
occupied the minds of many industrialists over a 
long period of years, and on which there seems to be 
no agreed opinion. Being actuated by the profit 
motive, a considerable number of business men have 
thought that a scheme by which the workers shared 
in the profits of an undertaking would by itself, 
without other measures, be sufficient to produce 
good industrial relations. In this belief many profit- 
sharing schemes * have been started, but, with few 
exceptions, the life of the schemes has been short 
and the results disappointing. 

The reason appears to be chiefly that, unless 
steps are taken by consultation and other means to 
develop the common interests of the workers and 
employer, any scheme for sharing the proceeds is 
likely to be relatively unsuccessful. Monetary re- 
wards are no substitute for lack of status or for want 
of interest in work. On the other hand, where steps 
are taken to overcome these problems, almost any 
scheme that gives a reasonable prearranged basis 
for sharing the proceeds will be likely to succeed in 
the sense that it will lead to economic co-operation. 
The two must go hand in hand. Moreover, the ex- 
perience of many experiments in profit sharing seems 
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to show that a scheme of this nature is not likely to 
succeed unless ft is accompanied by some means of 
giving the workers full knowledge of the results of 
the business. It has already been pointed out that 
it is impossible to secure economic co-operation 
between people if the results of their common en- 
deavour are hidden from one section. On the other 
hand, if the full results of the business are placed 
before the worker in the form of a financial statement, 
the means by which he shares in the prosperity of 
the firm is less important. What is important is 
that the worker should have full knowledge of how 
much profit is made, the reasons for changes in its 
amount and its disposal. If he has this information, 
any system for varying wages or sharing profits, pro- 
vided it is agreed upon in advance, will give him the 
assurance he needs as a preliminary to economic 
co-operation. 

Much of the disappointment with the results of 
profit-sharing schemes also stems from a failure on 
the employer’s part to realise that no scheme for 
sharing the proceeds of a business can act as a direct 
incentive to fast work. For an incentive to be 
effective, there must be a direct connection between 
the amount of the re'-'ard and the effort exerted by 
the worker, and reward must follow effort without 
delay. No scheme for sharine the ultimate proceeds 
of the business can fulfil these c onditions. 1 he results 
of diligence on the pait of the worker may easily be 
swallowed up in a fell in prices or other unforeseen 
economic changes over which he has no control. 
Moreover, there must necessarily be delay between 
the work done and the profit finally received. It is 
no incentive to work hard now J ihe reward from it, 
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problematical in any case, is to be received in twelve 
months’ time. 

Bearing these factors in mind, let us ask what 
system of remuneration is most likely to give a 
satisfactory basis for good industrial relations? It 
seems that any system must contain two sides; 
firstly, an arrangement by which a direct reward is 
given for hard work and, secondly, some means by 
which the wages of the worker vary with the pros- 
perity of the firm. 

The most direct way in which the worker can give 
his co-operation is in the speed with which he works, 
and any means that gives him a reward proportional 
to his output will enable him to co-operate in this 
respect. The simplest method by which this can be 
done is by payment according to results. A direct 
piece wage of so much per unit of output gives the 
worker an incentive to increase his output and 
benefits him, and at the same time benefits the 
employer by causing a reduction in overhead costs 
per unit of output. Payment according to results 
thus enables a limited form of economic co-operation 
to take place, that is, co-operation in the speed of 
work. 

Because of differences in methods of work, this 
method of payment requires local determination of 
piece rates in each firm and also needs continual 
adjustment as conditions change. It is therefore 
difficult for trade unions, unless they are strongly 
organised, to control piece rates, and they are often 
subject to arbitrary alteration by employers without 
consultation or negotiation. This is one of the 
reasons why they are so frequently the cause of dis- 
pute. Moreover, unscrupulous employers have so 
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often used this method of payment as a means of 
exploiting the .worker, by speeding up his rate of 
work and then ‘cutting the rate’, that it has gained 
a bad name amongst workers who are not both 
accustomed to the method and strongly organised to 
bargain over it. 

These objections can be removed only by scrupu- 
lously careful rate fixing and a willingness on the 
part of the employer to negotiate every rate. Once 
a rate has been agreed upon, guarantees must be 
given that it will not be altered unless a change in 
conditions occurs, and then only by agreement with 
the union. Subject to these safeguards a piece rate 
appears to offer the most satisfactory method of 
payment. 

There is, however, a wide range of tasks to which 
the method cannot be applied because there is no 
measurable unit of output or because it is not pos- 
sible to attribute the output to any particular in- 
dividual. In these cases it is sometimes possible to 
pay a piece wage based not on the output of each 
individual, but upon the output of the group of 
workers. If the group be small, so that each worker 
is in close contact with the others, the effect of this 
method will be to encourage co-operation between 
them.* 

The problem of how to share the proceeds of the 
business with the workers is ne of the most difficult 
problems and one on which t’.ere is mu^'h less general 
agreement. It is clear, however, that whatever 
method of sharing the proceeds of a business may be 
adopted, it is important that it should not involve 

‘ For details of innumerable other metho'^ of payment the 
reader must consult other sources mr itoned in the Bibliography. 
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any risk to the worker’s income. The worker is so 
dependent on his wages, and has ^ often only a 
small margin of income above the cost of his physical 
needs, that security of income is to him of first im- 
portance. Therefore all variation in his income must 
take the form of a variable addition to the minimum 
time rate agreed upon with his union. 

Several alternative methods are possible by which 
additions may be made to a fixed minimum wage 
in order to give the workman a share of the profits. 
One method is a formal profit-sharing scheme by 
which a fixed percentage of the net profits as defined 
by agreement is paid as an annual bonus. A varia- 
tion which appears to be growing in popularity is 
the method of co-partnership, by which the workers 
arc annually given a share of the profit in the form 
of ordinary shares in the business, capitalised from 
the profits of the company.* This method has the 
advantage that it gives the worker shareholder’s 
rights, and amongst others the right to receive 
financial documents relating to the business. 

Another method would be for wages to be ad- 
justed annually up or down, subject to an agreed 
minimum, according to the extent to which profits 
exceed or fall short of a certain minimum standard. 
This method might either be introduced on the 
initiative of the firm or might be the subject of 
negotiation with the trade union, supplementary to 
any national agreement. Something of this nature 
appears to exist where, as is the case in some countries, 
trade unions conduct their bargaining to a great 
extent with individual firms. But even in countries 

^ This method has recently been adopted by one of the largest 
companies in Great Britain; Imperial Chemical Industries. 
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where national agreements are the rule, they need 
not prevent supplementary agreements with firms 
which can normally afford to pay wages above the 
national minimum. 

These are but some of the possible methods which 
might be employed. It is certain that none of 
them can succeed alone, without the other measures 
we have discussed, in achieving full economic 
co-operation. There is no more urgent need in 
industrial relations than that employers should ex- 
periment and in consultation with the trade unions 
attempt to find means which will enable joint 
consultation to bear the full fruit of economic 
co-operation. 
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